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TO 

HON JOHN P. JONES. 






Nobody has ever more completely grasped, or more perspicuously pointed 

out, the subtle and pervading influence of the volume of money, by "its effect 

^y on prices, upon all the relations of civilized man, and you have shrunk from 

no sacrifice of time or ease, and have never been diverted by either attacks, 

^Y or threats, or seductions, or sophistries, in your efforts to protect property, 

enterprise and industry from the insidious mischiefs of an unstable, and especi- 

,^\ ally of an appreciating, measure of ■\'alues. 

r In presuming, however, to dedicate this volume to you, I have been less 

^^ influenced, either by that admiration of your abilities which I feel in common 

with all your countrymen, or by the prestige of your success as the leader of 

l<>il the restoration of silver in the United States, after a controversy which has 

profoundly fixed the attention of the world, than by the undoubting conviction 

\{^3 that you have devoted yourself to the labor of financial questions for no per- 

\ sonal objects, and not even from that ambition which is the last infirmity of 

^*^ noble minds, but from the generous ardor of your interest in the welfare of 



the masses of mankind. 

The Author. 
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It is an extraordinary fact in the history of the silver question in the 
United States that, although the further coinage of full legal-tender silver 
was prohibited, not in terms, but by the necessary effect of one of the sec- 
tions of the coinage act of Feb. 12, 1873, and, although all the old legal- 
tender silver coins in existence were reduced to tokens by the Revised 
Statutes of 1874 the general public were still profoundly ignorant until 
March, 1876, that silver had been demonetized, and that coin contracts were 
changed into gold contracts, because there was no longer any silver money 
wherewith to satisfy them. A distinguished editor in Ohio has stated that the 
political campaign in that State in the fall of 1875, was fought in every 
county and township exclusively upon financial issues, and without a. single 
speaker or writer being apparently aware that it was one of the facts of the 
situation, that the metallic standard of the United States was no longer coin, 
but gold. The ignorance of, or inattention to, that dominating fact were the 
same everywhere. 

It is not surprising, therefore, that the exposure of the legislation of 1873-4, 
and of its effect in enhancing the burden of public and private debts, made 
by the writer in a letter in the Boston Globe of March 2, 1876, (reprinted in 
this volume,) should have attracted immediate attention in all parts of the 
country. The subject was at once of capital importance, and to the masses 
of the people wholly new. The positions of the writer were, of course, 
approved, or disapproved, according to the different opinions of those who 
discussed them. On the 14th of March, the Chicago Times, having previously 
re-published the letter referred to, reviewed it at great length in opposition to 
the views that the national bonds should be paid in silver. On the i6th of 
March, the San Francisco Commercial Herald made a full and careful recapit- 
ulation of the points of the letter, and said of them all that the writer had 
"clearly made out of his case.'' On the 23d of March, the New York Public 
published a two-column hostile review of it,_ from the pen of Horace White, 
who said : — 

My attention has been drawn to an article, somewhat extensively circulated 
in the press, attributed to the pen of Mr. Geo. M. Weston, of Boston, on 
the subject of "Silver as Legal Tender." There is no cash value in Mr. 
Weston's discovery — not a dime. 

The supporters of the scheme of an exclusive gold standard were, of course, 
quick to manifest alarm. Thus the New York Evening Post, on the 1st o) 
April, said : — 

ix 



It would not be strange for the inflationists to attempt to restore the old 
silver dollar, which was a legal tender up to 1873, and then affirm that all 
the public debts contracted during the war, which call for " coin," can and 
should be discharged by the payment of the silver dollars. There are possi- 
bilities connected with this silver business calculated to excite alarm, as well 
as to provoke contempt. 

And again, on the 7th of April, the same paper said : 

What intelligent and sincere friends of specie payments have feared all 
along was, that the old silver dollar, which was demonetized by the act of 
1873, but which was a full legal tender with gold up to that time, would be 
restored, and the claim made that every public debt contracted from the out- 
break of the war up to 1S73 should be paid in silver. 

These extracts from the Evening Post unmask two things. First, that the 
city press in the interest of the gold policy had understood all the while what 
had been effected by the legislation of 1873-4 1 and Second, that they were 
silent because they saw that the demonetization of silver had everything to 
fear from exposure and discussion. They knew too well that there were 
"possibilities connected with the silver hisiness calculated to excite alarm," and 
they had "feared all along that the old silver dollar would be restored." In 
fact, they knew very well that the best hope of escaping that conclusion was 
in the longest possible postponement of the discussion, because the difficulties 
of restoring the silver dollar multiplied!! with the lapse of time, and with the 
consequent increase of the number of contracts in respect to which it could 
be claimed that they had been entered into when there was legally no silver 
money. This is the explanation of the unbroken silence of what may be 
called the financial press of the country, in respect to the legislation of 
1873-4, until it was forced to speak by the arraignment of that legislation. 
The writer's letter, printed in the Boston Globe of March 2d, had already 
been denied publication six days previously in another paper in the same city, 
on the ground that the editors " did not regard it as expedient to open the dis- 
cussion of that question." They were in the same category as the editors of 
the New York Post, who had "feared all along" that somebody would 
open it. 

The contest about silver, only temporarily lulled by the law of February 28, 
1878, is already revived. The Secretary of the Treasury, who has practically 
manifested his undiminished enmity to it ever since it was enacted, by coining 
only the least amount of silver which the law permitted him to coin, threw 
off all disguise at Toledo on the 26th of August, by proclaiming his "utter 
hostility" to the whole scope of its provisions, and by demanding that it 
should be fundamentally changed by such a limit upon the ultimate aggregate 
of the coinage, as would keep the silver dollar at the same point of artificial 
and ruinous appreciation to which the gold dollar has been carried. Another 
member of the Cabinet, the Secretary of the Interior, followed up this attack, 
and in a spirit even bolder, at Boston on the 28th of October, by demanding 
that silver should be remanded to the condition of subsidiary money, to which 
it was reduced by the legislation of 1873-4. 



The pretext for these renewed attacks upon silver is the increased difference 
in the market values of the two precious metals, artfully characterized as a 
fall in silver, when it is clearly a ri^e in gold. The coinage of silver has 
been kept at the minimum with the effect, if not the intent, of diminishing 
its gold price, and it is one of the most potent causes of the rise in gold, that 
the impending resumption of January i, 1879, is to be a gold resumption, not 
because the laws require a gold resumption, but because there is in fact so 
little silver money wherewith to make payments. 

The events of the last nine months have satisfied the friends of the double 
standard, that the necessities which call for it are too urgent to admit of 
further delay, and especially of such a protracted delay as is being witnessed 
under the actual administration of the law of February 28. The commercial, 
industrial, and agricultural depression, or what is the same thing, the fall in 
prices, is being distinctly aggravated month by month. It is also now more 
apparent than it was nine months ago, that other measures of legislation 
which have been proposed as remedies, cannot be obtained without consider- 
able delay, and certainly not before the assembUng of Congress under a new 
President. 

It is more and more realized that under any legislation which can be antici- 
pated in respect to the general monetary circulation, existing contracts payable 
specifically in coin are so numerous, that the free coinage of silver must in all 
events be of the first importance. In no long time, unless the further execu- 
tion of the refunding act of 1870 is arrested by Congress, the entire bonded 
debt of the United States will be by express words payable in coin. 

But above all, the number is constantly enlarging of those who see that the 
pending struggle for gold in Europe, which produces the universal fall of 
prices throughout the commercial world, is caused very largely by the locking 
up of gold in the United States, in preparation for what is to be substantially 
a gold resumption, and that the speediest available remedy is to end this gold 
lock-up by throwing our mints open to silver. 

If this book shall be of any service in illustrating the urgent importance of 
the full restoration to silver of its proper power and functions, under the 
present most critical circumstances, the author will desire no other reward for 
the labor which he has bestowed upon it. 

GEO. M. WESTON'. 

New York, November, 1878. 

Postscript. — -While this volume has been in press, extraordinary occurrences 
have taken place, which do not merely revive the silver question but raise 
also another question, \iz: whether the constitutional power of Congress to fix 
the standard of metallic money, is to be taken away and usurped by the 
New York City banks. On the 8th instant, a committee of these banks had 
a conference at Washington with the Secretary of the Treasury, at which were 
present the Attorney-General and some minor officials. The result was a plan 
submitted to these banks on the 12th instant, and agreed to, only one bank 



representative (Mr. Colgate) objecting. The leading features of it are, first, 
that the banks will reject silver deposits, except as repayable only in kind ; 
second, that silver shall not be allowed as clearing-house money except for 
small fractional sums not exceeding $ 10 ; and third, that in respect to all pay- 
ments by Government drafts on the New York banks, or on the United States 
Assistant-Treasurer at New York, they shall be cleared at the clearing-house 
in New York, at. which a desk is to be assigned to a representative of the 
United States Treasury. At the bank meeting on the I2th Mr. Colgate ob- 
jected to the plan, that it " could only mean to fly in the face of Congress 
and declare the silver dollar, that had been declared a legal tender, to be worth- 
less." According to the report in the New York Times of the next day : — 

To this the reply was made that there was not the slightest disposition to 
depreciate the silver dollar, or to reflect upon the Government, and certainly 
if it had appeared that there was, the Secretary of the Treasury and the 
members of the Cabinet who approved of the plan would have detected it 
and sought to modify the policy to be adopted. 

Such a reply made by, and in the presence of, the committee of bankers 
present at the conference of the 8th at Washington, is decisive as to what 
occurred there. Even more decisive, as far as the Secretary of the Treasury 
is concerned, is his subsequent engagement, which makes a part of the bank 
proceedings on the I2th, that a Government representative shall take a seat in 
a clearing-house, in which silver is rejected as money, and where such a rep- 
resentative could not sit, except on the basis of a promise that Government 
drafts on New York, being the bulk of all its drafts, shall be paid in gold, or 
paper convertible into gold. To do all this, is to change the metallic stand- 
ard of this country from coin to gold. The New York Tribune said, exult- 
ingly, on the 13th, that "practically the banks of the City of New York repeal 
the silver bill." It is as much mistaken as when it said last v,'inter, that "the 
capital of the country is organized at last and Congress dare not fly in its face" 
by passing the silver bill. The banks of New York are strong, but they seem 
much stronger from the standpoint of New York, than from the standpoint 
of Washington, where they must confront the majesty of the States and 
people of ii great empire. The time has not yet come when they can re- 
peal a national law, with, or without, the co-operation of the Treasury 
Department. It will be for Congress to determine in what way the sove- 
reign rights of the country shall be vindicated, and what shall be the meas- 
ure of the punishment for those who have attempted to overthrow laws 
constitutionally enacted. It would be equally presumptuous and unnecessary 
to make any suggestions to a body, which, more than any Congress within 
a generation, has won public confidence by its purity, its high intelligence, 
and above all, by the unshaken courage with which it has confro:ited the 
grave and complicated difficulties of the political situation. 

The Author. 

November 14, 1878. 



THE SILVER QUESTION. 



CHAPTER I. 

Nature of the pending question of Metallic Standards. When it 
origitiated, and European views in respect to it. 

For any useful discussion of the question of metallic stand- 
ards, now agitating Europe and the United States, it is first 
of all essential to understand precisely what the question is. 
And it will aid us in understanding that, to consider the cir- 
cumstances under which the question was first raised. 

The " battle of the standards," in the form in which it is 
now waged, grew out of the California and Australian gold 
discoveries. It was never heard of before in monetary dis- 
cussions, and no light is thrown upon it by any writers an- 
terior to that period. No predicament of facts had existed 
in any other epoch of the world's history, likely to raise the 
question, or which did raise it. The almost simultaneous 
discovery of two such enormous deposits of the precious 
metals as those in California and Australia, and their imme- 
diate exploitation by the Engligji-speaking races and with 
the amplest command of capital, labor and machinery, made 
a case for which there had been no parallel. If the dis- 
covery of America, with its great and still unexhausted 
treasures of gold and silver, now seems to be in some de- 
gree a parallel fact, it is so only by reason of that illusion 
which compresses visual objects and past times into a 
smallness of space, proportioned to the distance we are from 
them. We think and speak of the outflow of gold and sil- 
ver from America during the first century after the voyages 
of Columbus, without reflecting that that century covered 



three generations of men, and that its duration was one- 
hundred times as long as the present year which seems, as 
it passes, to be a protracted period. The rise of prices in 
Europe, from the metallic discoveries in the New World is 
one of the great events of history, but it is much more 
notable in history, than it was sensible to the observation of 
mankind when it was occurring, because it occurred by slow 
degrees. Adam Smith says, that no rise of prices in Eng- 
land was observable until 1575, being eighty-three years 
after the Atlantic was first crossed and thirty years after the 
mines of Potosi were opened. America, in the sixteenth cen- 
tury, was vastly more remote from Europe than it is now, 
taking the improvements in navigation and the discovery of 
steam into account, and the population of Europe, from 
which the ranks of adventurers were to be recruited, was 
small compared with what it is now. The work of explor- 
ing for the precious metals proceeded necessarily at a slow 
rate, and the results, although large, were spread over a 
long period of time. 

The case of California and Australia was entirely different 
in its conditions. No mines of precious metals comparable 
to theirs in richness and export had been discovered, and 
the surrounding circumstances made it possible to develop 
them with a suddenness which produced an effect upon me- 
tallic prices throughout the world, which may fairly be 
called immediate and perceptible. Exactly how great the 
effect was, may not be agreed, but the accepted statement is 
that it was an augmentation of one-fifth in general prices 
during rather less than half the term of a generation. And 
even greater than the actual effect upon prices, was, in the 
first years of the newly-discovered mines, the apprehended 
effect, from the general expectation of a much larger out- 
flow of gold than was in fact realized. 

It was out of this sudden production of gold, actually 
unprecedented and enormous, and the anticipated propor- 
tions of which far exceeded what it actually attained, that 
the proposal arose to adopt, for the commercial nations, a 
standard of only one metal, and to be the same metal in all 



of them. Those who made and supported this proposal, did 
so upon the ground that, under the new state of facts, the 
monetary medium of the "Western world could in no other 
way be preserved from depreciation. The demonetization 
of one of the metals was therefore advocated, not as an ag- 
gressive measure, in the direction of contracting money and 
reducing prices, but as a conservative measure, aiming only 
to preserve the existing volume of money and the existing 
range of prices. And it cannot be fairly doubted, that in 
the early stages of the pending question, there was a good 
deal in the current facts and still more in the current 
probabilities and possibilities, to account for views of that 
kind, without imputing sinister motives to thoSe who main- 
tained them. 

Chevalier, whose papers on the subject, printed in 1854-5-6, 
were collected in the book called The Fall in Gold, which 
was translated into English by Mr. Cobden, was the earliest 
and most conspicuous advocate of these views, which he 
summed up as follows : 

Those two countries ( California and Australia ) must for 
yet a long series of years, produce gold in such quantities, 
and on such conditions, as to render a marked decline in 
its volume inevitable. 

It is absolutely certain that so vasl a production should 
be accompanied with a great reduction in value. 

Unless, then, we possess a very robust faith in the immo- 
bility of human affairs, we must regard the fall in the value 
of gold as an event for which we should prepare without 
loss of time. 

In 1857, the German States (then including Austria), where 
the double-standard system had previously prevailed, demon- 
etized gold. 

But it was ascertained, that it would be impossible to over- 
come the tenacious adherence of the English to the gold 
standard, and that if the object of placing Europe upon a 
single standard and of the same metal, could be accomplished 
at all, it must be aifected by demonetizing, not gold, but 
silver. This was a change, not in the object aimed at, but 
only in the method of reaching it. The danger which Chev- 



alier and his associates apprehended was a too great abund- 
ance and consequent depreciation of money. The demone- 
tization of either metal tended to prevent the mischief which 
they feared, and in about the same degree, inasmuch as the ex- 
existing values of the two metals were not materially different. 
The great excess of gold production as compared with silver 
production between 1850 and i860 was sensibly diminished 
after the opening of the Nevada silver mines in 1861-2-3, 
and it was about that time that Chevalier and his associates 
changed their demand for the demonetization of gold, into 
a demand for the demonetization of silver. Certainly as 
early as 1865 this latter demand had become the finally set- 
tled policy of those doctrinaires, as we find that in the con- 
vention of that year, of which the Latin Union was the 
result, Belgium, Switzerland and Italy insisted strenuously 
upon the gold standard, and only yielded to the inflexible 
resistance of France. Chevalier had not then been able, nor 
has he since been able, to shake the support of the double 
standard by his own countrymen. 

Chevalier's prediction, that the gold production of Cali- 
fornia and Australia would continue for "a long series of 
years" on the scale of 1854-5-6, was not realized by the event. 
On the .contrary, the gold production of these countries was 
at its maximum during the five years ending with 1856, and 
is now only half what Chevalier stated it to be. And fur- 
thermore, it was denied that the fall in the value of money 
and rise in prices, which had resulted from this gold pro- 
duction, had really been very great. It was argued that 
since the production of the mines had become stationary or 
declining while the increase of the needs for money was 
unchecked, the fall in the value of money would soon be 
recovered, and that the case called for no such extreme and 
hazardous remedy as the destruction of the money function 
of one of the money metals. It was also insisted upon, as 
a material part of the case, that since the new gold discov- 
eries important countries had suspended specie payments : — 
Russia in 1857, the United States in 1862, Italy in 1866 and 
Austria in 1868, while no important country had resumed 



specie payments. It was argued, that without the large quan- 
tities of the precious metals furnished to the rest of the world 
by these suspensions, no fall whatever in the value of metallic 
money and no rise whatever in the metallic prices of com- 
modities would have resulted from the new gold. It was 
argued also, that if any country in suspension, of the import- 
ance of the United States, should resume coin payments, and 
still more if the larger part of the countries in suspension 
should resume coin payments, the supply of the metals, even 
if neither of them should be demonetized, would be inade- 
quate to maintain prices unless new mines of extraordinary 
richness should be discovered. 

It is not my purpose to review the monetary discussions 
in Europe during the past twenty-five years, further than is 
necessary to show precisely what the subject of discussion 
was, and precisely the grounds upon which it was demanded, 
£rst, that gold should be demonetized, but finally, that sil- 
ver should be demonetized, by the commercial nations. The 
discussion grew out of the great supplies of new gold, and 
the points of dispute were, whether the monetary standard 
was threatened with undue enlargement and depreciation, 
and whether it was an appropriate and safe remedy to de- 
monetize one of the precious metals. 

In the arguments, as summed up in the official resume of 
the doings of the French Monetary Commission of 1869, it 
was urged in behalf of the gold standard • — 

There' has been a striking coincidence between the rise of 
prices and the production of the new mines of gold and 
silver. The annual production of the two metals, which was 
only % 80,000,000 in 1847, exceeds now % 200,000,000. It has 
nearly tripled, and it is easy to see that the real value of 
the metals has diminished. It is difficult to estimate exactly 
what the diminution is ; but whatever it may be, it demands 
the attention of governments, because it affects unfavorably 
all that portion of the population whose income, remaining 
nominally the same, undergoes a yearly diminution of pur- 
chasing power. As governments control the weight and 
standard of money, they ought, so far as possible, to assure 
its value. And as it is admitted that the tendency of the 
metals is to depreciate, this tendency should be arrested by 
demonetizing one of them. 



In behalf of the double standard, it was replied as follows : 

Many economists argue that the precious metals, having 
become very abundant, have lost ten or fifteen per cent, of 
their value, and that the situation must be redressed by 
making money scarcer by demonetizing silver. 

The new mass of gold, spreading over the whole world, 
has found employment in stimulating all forms of business, 
and, as a consequence, the value of gold has fallen very lit- 
tle. According to Mr. Newmarch, the mass of gold and 
silver has augmented three per cent, per annum, while the 
mass of exchanges has augmented more than three per cent, 
per annum, so that the equilibrium has been maintained. 
And the present is an especially inopportune time to de- 
monetize silver, because the annual production of gold has 
been falling off for several years. It was $ 200,000,000 in 
1853, and it is now not more than $140,000,000. What will 
happen to the civilized world if silver is demonetized and 
if gold shall then fail ? 

The Dutch Monetary Commission of 1873, reported in 
favor of the general adoption of the gold standard, upon 
the two grounds, first, that there had been a fall i;i the 
value of the precious metals since 1848, and second, that the 
production of gold still continued on so great a scale, that 
if it was forced into greater use by being made the exclus- 
ive standard, it would not be raised in value, but merely be 
kept steady. 

Their language was — 

In consequence of the very great production of gold, it 
is not probable, even if gold is more employed as money 
tlian heretofore, that we shall see the fall in the value of 
the precious metals, which we have witnessed for twenty-five 
years, followed as to gold by any permanent rise. 

Even as late as the end of the year 1875, when the falling 
of prices was already distinctly perceptible, we find Victor 
Bonnet, an active Frencli supporter of the views of Cheva- 
lier, writing in the Journal dcs Economistes for December. 
1875, as follows : 

What we have to fear, is not the scarcity of gold, but a 
general fall in the value of money ( V abaiseinent getieral de 
valear du signs tnonetaire ), if we keep both the precious 
metals as such. 

England, having been on the single gold standard, legally 



since 1816 and in fact since 1821, was only an observe^-, but 
by no means an inattentive or indifferent observer, of these 
European discussions. England had determined for itself in 
i8i6, upon considerations essentially local, in favor of a 
single standard and of gold ; but the question now pre- 
sented, of a single standard and of the same metal for all 
commercial nations, was wholly new, and British opinion 
was divided upon it. Among Englishmen of the money 
capital and income classes, the line of division was probably 
very much as it has been observed to be elsewhere ; much 
the larger portion favoring by instinct and with but little 
reflection any appreciation of the value of money which 
gave them a direct and immediate gain, while a smaller and 
more thoughtful portion deprecated a revolutionary measure, 
with consequences wide-reaching and impossible to be ac- 
curately foreseen, and not improbably jeopardizing the se- 
curity of what they already possessed. An article printed 
in the Banker s Magazine, in which I collected some of tlie 
British views adverse to the new scheme, is reprinted in this 
volume. I will only add to that, the following extract from 
the Westminster Review of January, 1876, in which its readers 
are energetically admonished, that the general demonetiza- 
tion of silver may force a universal repudiation, ruinous to 
England as a creditor nation : — 

One of the things involved, we hold to be the probable 
appreciation of gold ; in other words, an increase of its pur- 
chasing power ; and that, consequently, unless fresh discov- 
eries are made, prices have seen their highest for many a 
long day, and, that debts contracted in gold, will, by reason 
of this movement, tend to press more heavily on the bor- 
rowers, and that it will be well if this pressure do not become 
so intolerable as to suggest^ by way of solution, something like uni- 
versal repudiation. 

It is well known that the controlling interest in the Bank 
of France, including its Governor, M. Rouland, has steadily 
resisted the scheme of demonetizing silver, from its incep- 
tion, and has been supported in this by the French Baron 
Rothschild. We have the authority of Ernest Seyd (Address 
before the British Society of Arts, April 3, 1878) for saying 
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that the Presidents of the Bank of the Netherlands ( M. Mees) 
and of the Imperial Bank of Germany, both entertain that 
view. That was certainly true of M. Mees in 1867, when 
he declared as a member of the Paris International Confer- 
ence, that he favored the adoption by each nation of a single 
standard, but was opposed to the adoption of the same stand- 
ard by all the nations of Europe, because that would throw 
one of the metals out of use, whereas in his opinion the 
monetary wants of Europe required the use of both. 

In England, and doubtless in France and Germany, the 
major portion of the money capital and income classes, and 
of the persons under the control of those classes, have 
looked more to their immediate gains, than to their possible 
eventual losses, from the project of silver demonetization. 
The prevailing English views are expressed in the following 
opinions of Jacob Behren, a member of the Associated Cham- 
bers of Commerce, who was examined before the British 
Royal Commission of 1868 on International Coinage. 

The general introduction of gold all over the world has 
been one of the greatest possible blessings to England. 
Gold would otherwise have been very much reduced in 
value, and we should have all the gold poured into Eng- 
land. All the debts owing to us would have been paid in 
the depreciated currency ; and, therefore, I believe that Eng- 
land ought to have taken the lead in the introduction of a 
gol(i currency abroad. We ought to give every facility to 
its circulation. 

Later on, and when the question of the metallic standard 
became a practical one for the United States, British opin- 
ion in favor of the gold standard for the commercial nations 
became more decided, and the expression of it much more 
energetic. England was a large holder of American gov- 
ernment bonds, and the question of the metallic standard 
in the United States, involved the question of the metal in 
which those bonds might be paid. They were authorized by 
law and on their face expressed to be payable in coin, and 
might therefore be paid in silver, if the United States should 
see fit to coin silver. It was mainly this question of the 
American government bonds, whicli excited the recent angry 



interest of the English in the question of the monetary me- 
tallic standard of this country. 

Great Britain, France and Germany are all creditor coun- 
tries as respects their financial relations with the rest of the 
world. Exclusive of the sums due to them secured upon 
foreign railway and similar works, and exclusive of their 
holdings of foreign municipal debts, they are computed by 
Ernest Seyd, in the address referred to above, to be owners 
of the national debts of other nations to the extent of 
$ 7,500,000,000, divided as follows : Great Britain, | Si^S©,- 
000,000; France, 12,250,000,000; Germany 1 2,000,000,000. 
Belgium, Holland, Switzerland and Denmark, are also 
known to be the owners of considerable amounts of such 
indebtedness, computed by Seyd at $500,000,000 more. 

It is for the interest of each of these countries, from the 
national, or aggregate point of view, and looking merely at 
its interest as a creditor, that the value or purchasing power 
of money should be maintained, and that it should be in- 
creased, but not to a degree endangering the solvency of its 
debtors. The case is different, if we look individually at 
the persons who make up the population of these countries. 
In all of them, not excepting the most opulent, there are 
more debtors than creditors, and the number is still greater 
of those who, without being either creditors, or debtors, 
would suffer injury from that stagnation of enterprise and 
industry which always accompanies a shrinking volume of 
money. But from the political and social constitution of 
these countries, their creditor and income classes enjoy a 
supremacy, different in degree, comparing one country with 
another, but sufficiently well assured in all of them. They 
have, therefore, not hesitated to avow, what in this country- 
it has been thought more prudent to conceal, that the ob- 
ject of seeking the adoption by all commercial nations of a 
single standard, and of the same metal, was to prevent the 
effects apprehended from a too great yield of the gold and 
silver mines, and to preserve the value of money, pre- 
vent a rise in prices and wages, and keep intact an existing 
condition of things satisfactory to themselves. The cffen- 



siveness of such an avowal consists in this, that it is made 
by classes who have never interfered to preserve the stability 
of the value of money, when it has been enhanced by a de- 
ficient production of the precious metals. This is accepting 
the chances of mining when in their favor, but asking to 
have them overruled by legislation when they are adverse. 
But the creditor and income classes of Europe have never 
ventured to, avow as the intended object of their recent pol- 
icy, what has proved to be its actual effect, the diminution 
of the volume of money relatively to other things, and a 
consequent fall in prices and wages. They probably con- 
templated no such results in the first instance, but were 
misled by exaggerated apprehensions of the probable yield 
of the California and Australian mines. And furthermore, 
until the world had had an experience of it, it is not strange 
that nobody was able to foresee what an enormous new ca- 
pacity to absorb money in the stimulated activities of com- 
merce and industry would result from the enormous supplies 
of it from those new sources. But after this new capacity 
was abundantly demonstrated, and after the stationary or 
declining yield of the mines Vv^as plainly seen to be inade- 
quate to sustain prices, even with the aid of suspensions of 
specie payments over half of the commercial world, it be- 
comes very difficult to find apologies for a persistence in 
the plan of striking down the use of one of the money 
metals. 

In fact, it has become so plainly impossible to sustain 
that plan, on the ground on which it was originated and on 
which alone it was supported for twenty years, that while 
the plan itself is adhered to, the old argument in favor of 
it is substantially abandoned in Europe, and an entirely 
new view, the exact contrary of the old view, is presented. 
The school of Chevalier, who advocated the demonetization 
of si.lver as a measure necessary to prevent the depreciation 
of metallic money, are forced to be silent by the fact that 
metallic money instead of being depreciated by the new 
gold, is appreciating in spite of it. The case calls for a 
new defense, and the new defenders are found in the school 



of Jevons, who do not allege that there is any such actual 
or threatened fact to be dealt with as the depreciation of 
metallic money, or any need of a remedy which shall act 
in the direction of appreciating it. They take the altogether 
different ground, that the demonetization of silver by all the 
commercial nations, provided it is not pushed too rapidly, 
will not affect the value of metallic money at all. How 
tenable this new position of the Jevons school may be, I 
shall discuss hereafter. It is, at any rate, an absolute aban- 
donment of the entire theory of the Chevalier school, and 
as such, is a striking proof of the completeness of the over- 
throw of that theory by the facts of experience. 

Summing up what has been so far said, it appears — 

That the proposition of a single metallic standard and of 
the same metal in all the commercial nations, or as it is 
sometimes expressed, in the Western world, was made for 
the first time in 1854-5-6, and was then something wholly 
new in the monetary discussions of mankind. 

That this new proposition grew out of the extraordinary 
, gold yield of California and Australia, and out of apprehen- 
sions that that extraordinary yield would be long maintained 
at the figures attained in 1854-5-6, or probably increased even 
beyond those figures, and that a fatal depreciation of me- 
tallic money would result from it. 

That the measure of the demonetization of one of the 
metals and of the same metal by all the commercial nations, 
being a direct and effective measure to appreciate money, 
was proposed as the appropriate and only possible remedy 
for this anticipated depreciating effect of the new gold 
discoveries upon money, supplemented as they were by 
new silver discoveries soon after i860. 

That the facts of experience during the twenty years since 
1854-5-6, entirely contrary to the predictions of the school 
of Chevalier, have been, that the aggregate yield of both 
gold and silver mines has become stationary or declining 
while the progress of population, of commerce and industry, 
has so far continued unchecked ; that prices since about 1865 
have tended to fall, and during the last half of the period 



since 1865 have fallen in a marked degree ; and that this fall 
has taken place while half the Western World has abandoned 
the use of the metals by suspending specie payments, thus 
making it certain that a greater fall must take place when- 
ever any suspending country or countries shall resume such 
payments. 

That, in fine, the case to be dealt with by mankind is not 
that of a tendency in metallic money to depreciate, for 
which the remedy of demonetization, or any other remedy, 
need be sought ; but is the entirely contrary case of so 
marked a tendency of metallic money to appreciate as to 
have already caused suspensions of specie payment in many 
and great countries, and as now to threaten, unless extraor- 
dinary new mines shall be discovered, to bring on a general 
discussion of the necessity of abandoning the monetary use 
of gold and silver, and of devising, if that is possible, some 
suitable substitute for them. 

That the adoption of a single standard and of the same 
metal by all commercial nations is no longer advocated in 
Europe as a measure necessary to counteract a tendency, 
now admitted not to exist, of metallic money to depreciate. 

That the adoption of such a standard, is not at present 
advocated in Europe upon any known or intelligible ground 
whatever, and that its supporters there now only claim that 
it will not affect the value of money in either direction, 
which, if true, is merely a defensive suggestion, tending in 
no degree to recommend the measure, but at the most only 
tending to remove an objection to it. 

The discussion in this country of the question of the me- 
tallic monetary standard, was not commenced until the be- 
ginning of 1876, and has, for various reasons, differed ma- 
terially from the discussion in Europe. There, the whole 
question was debated, as a new and original one, still to be 
decided, of the expediency of a single standard of gold for 
the commercial nations. Here, the supporters of a gold 
standard for the United States, have assumed that that ques- 
tion was already settled affirmatively, and that whether set- 
tled wisely, or otherwise, nothing remained for the United 
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States to consider, except what was best to be done in view 
of the actual position of Europe. But this was not the only 
difiEerence between the discussions here and there. 

American advocates of a gold standard have not been re- 
strained from reviving arguments in favor of it, which had 
been exploded and long obsolete in Europe, or could not 
very well be used there for other reasons. To all of which 
it may be added, that the American advocates of a gold 
standard have maintained many views of finance, which all 
European schools and authorities concur in repudiating as 
fallacious and chimerical. 

. It will therefore be most convenient and expedient, to 
give a separate and distinct account of the American dis- 
cussions. 



CHAPTER II. 

The new view that the single and same standard in the commercial 
nations, will not affect the value of money. Its unsoundness. 

The view, upon which I propose now to comment, if not 
first taken, was certainly most clearly and ably expressed, 
in the work on Money, published by Jevons in 1875. It is 
in brief that silver will not go out of monetary use, merely 
because the Western world may discard it ; that the vast 
population of Asia will still employ it for a period indefi- 
nitely long ; and that the joint effect of gold and silver 
upon the prices of the world is just the same, whether they 
are everywhere employed under the regime of the double 
standard, or whether gold is used exclusively by some na- 
tions, and silver exclusively by others. This view, in Jevons' 
own language, will be found in an article which I published 
in the American Exchange and Review in August, 1876, and 
which is herewith reprinted. , 

I then thought it suificient to say, that inasmuch as Jevons 
admitted that the universal demonetization of silver would 
be disastrous, it would be difficult to persuade mankind 
that it was wise and prudent to demonetize it in the West- 
ern world, on any mere reliance, however apparently well 
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founded, that it would be sustained in its monetary posi- 
tion by the Asiatic populations, and that the matter at 
stfilte was too vitally important to be subjected to any un- 
necessary risk, however small. In particular, I endeavored 
to point out that the United States, beyond question the 
first commercial power in presenti and prospectively on the 
globe, and able beyond a peradventure to sustain the mone- 
tary use of silver by its own resolution to adhere to it, 
would never place itself at the mercy of the obscure and 
doubtful policies of Oriental nations. 

Some of the propositions advanced by Jevons are sound, 
but that only makes the errors of fact and reasoning with- 
which they are inextricably intermixed, more dangerous. 

If all the nations using money, were at any given time 
using both metals, it would undoubtedly be true, with one 
qualification, that the stability of prices would not be af- 
fected, if one class of nations should change to a policy of 
using only gold and another class of nations should change 
to a policy of using only silver. Nor would there be any 
considerable disturbance attending such a change, as the 
class of nations requiring more gold and having silver 
to dispose of, would find in the other class of nations a 
ready market in which to buy gold and sell silver. The 
qualification required to render such an operation facile and 
harmless, is, that the same proportion which existed be- 
tween the total value of gold money and the total value of 
silver money in the world, should exist between the money- 
absorbing power of the nations adopting a gold standard, 
and the money-absorbing power of the nations adopting a 
silver standard. On any other condition, and to the precise 
extent of the divergence from that condition, one class of 
nations would experience an increase in the quantity of 
their money, while the other class would experience a de- 
crease. If, for example, the total values of gold and silver 
are assumed to be equal, a class of nations actually possess- 
ing three-fourths of the total aggregate of both kinds of 
money, and entitled to possess three-fourths by the laws 
which govern the international distribution of money, would 
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find, if they went to a gold standard, that they must en- 
counter a shrinkage of one-third from their fofmer quantity 
of it. 

If a world could be found with all the nations in it using 
both metals, and if anybody possessed the power and intel- 
ligence to divide them in the proper proportion into gold- 
using and silver-using nations, the problem proposed by 
Jevons could be successfully worked out. In the world 
which we actually inhabit, neither of these conditions existed 
when the school of Chevalier undertook to induce all the 
commercial nations to adopt the gold standard. There was 
no authority capable of dictating and enforcing a scientific 
■division of it into two parts, one to use gold and the other 
to use silver, nor was it true as a matter of fact that all 
the nations in it were then using both metals. The actual 
case in the last-named particular was entirely different, and 
it is by overlooking that difference that Jevons has fallen 
into a fatal error. 

It is a sufficiently exact statement of the predicament to 
say that Asia was using only silver, while Europe and the 
United States were on the double standard. That was liter- 
ally true of the greater part of Europe, and substantially 
true of it as an aggregate. The fact that Great Britain was 
on the gold standard, was offset by the fact that Germany 
and Holland were on the silver standard, and the situation 
was the same as respects the point under discussion, as if 
those three nations had all been on the double standard. 
On the one side was Europe and the United States on the 
double standard, and unable to part with their silver without 
a shrinkage of money and consequent fall in wages and 
prices, unless gold could be drawn from some other quarter 
to take the place of their silver. On the other side was Asia 
using only silver money and having no gold to dispose of. 
It is in vain for Jevons to dilate upon the silver-absorbing 
capacity of Asia. Doubtless it is indefinitely great, since it 
only requires successive^ augmentations of Asiatic prices to 
absorb any conceivable amount of silver. The difficulty 
does not lie at that point. What concerned Europe and the 
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United States, was not to know where to find a market for 
their silver, lAit where to find gold to take its place. Asia 
could buy the silver with its commodities, but could give 
no gold in exchange for it. 

All the aids possible to be afforded by the Asiatic popu- 
lations were the two following : — 

First. The negative aid of not going to the gold standard 
themselves, or in other words, while unable to help the case, 
they could refrain from making it worse. 

Second. That although using very little gold as money, 
they possessed and were in the habit of buying for other 
uses certain quantities of gold, and that under the pressure 
of an advance in the value of gold relatively to silver, they 
would be likely to give up some of the gold in their pos- 
session, and at any rate to reduce somewhat their current 
purchases of it. 

When Great Britain went to the gold standard in 182 1, 
the operation was practicable, although disturbing, because 
the double-standard circulations of continental Europe and 
the United States were reservoirs from which gold could be 
drawn by the attraction of a sufficient premium. But view- 
ing Europe and the United States as an aggregate, the 
school of Chevalier proposed the scheme, ruinous if possi- 
ble, of going to a gold standard, with no double-standard 
circulations elsewhere from which to draw the needed metal. 
Jevons supposes that he has solved the difficulty, by point- 
ing out that Asia can absorb all the silver Europe and the 
United States have to spare, and can absorb it at a good 
valuation, if the sale of it is not forced too abruptly. He 
has not touched the real difficulty at all, and apparently 
fails to see where it is. Europe and the United States can 
buy merchandise, but not gold, with their silver, and so far 
as they dispose of their silver money it must be at the cost 
of a contraction of their monetary circulation, and of all 
the mischiefs which follow contraction, the prostration of 
enterprise, wages and prices, the ruin of debtors, and the 
unjust aggrandizement of the income and money-capital 
classes. Of what avail is it, that France can be made to 
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see, that its $400,000,000 of legal -tender five- franc pieces 
can be exchanged at a fair rate with the East for tea, raw- 
silk, jute, cotton and hides? They are all valuable com- 
modities, and the 'quantities which France would be glad to 
obtain, in addition to what it now obtains in exchange for 
its own products, are indefinitely large. But France can get 
along with its present importationu of tea, raw silk, jute, 
cotton and hides, far better than with a reduction of two- 
fifths of its metallic money, which would be the result of 
selling its silver to Asia, which has no gold to supply its 
place. 

At the Paris Conference of 1867, the President of the 
Bank of the Netherlands ( M. Mees ) advised that each Euro- 
pean nation should go to a single standard, but not of the 
same metal, and he pointed out that in that way both gold 
and silver would be retained in European use, which he re- 
garded as essential. The advice which he gave, involved no 
fallacies as respects the effect of the course proposed in 
preserving the stability of the volume of money and of 
prices in the various countries of Europe. What he recom- 
mended as a general policy for Europe, was in fact a then 
existing policy as to one important part of Europe, that 
is to say, England, which was on the gold standard, and 
Germany and Holland, which were on the silver standard. 
But while it is true as to double-standard countries that a 
part of them may go to the gold standard, and a part of 
them to the silver standard, without affecting the status of 
the money volume and of prices, it is not true of the 
whole world, one part of it being on the double standard, 
and the other part on the silver standard. 

Chevalier made no mistake in supposing that the change 
of all the commercial nations from the double standard fo 
one of gold, was a measure in the direction of contracting 
the volume of their metallic money. His mistake was, in 
supposing that any measure in that direction was called for. 
The mistake of Jevons is in supposing that the measure will 
not contract the volume of the metallic money of the com- 
mercial nations. The mistake of Chevalier was in the first 
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instance largely one of exaggerated anticipations as to the 
yield of the California and Australian gold mines, and so 
far as it was so, time was needed to correct it. The mistake 
of Jevons is a compound one, partly in logic, and partly in 
inattention to the fact that while Europe and the United 
States are invited to go to a gold standard, the rest of the 
world has no gold to assist them in going to it. No time 
is needed to correct the mistake of Jevons. 

No doubt the disaster to the world would be less, from a 
movement of only Europe and the United States to a gold 
standard, than from a similar movement on the part of all 
nations. The movement, in the form in which it is now 
proposed and has actually made progress, benefits Asia by 
additions to its money and the stimulation of its industries, 
and to the commercial nations it is less injurious, than if 
Asia was a competitor with them for gold. But the observ- 
ations are pertinent, that it is neither practically nor meta- 
physically possible to aggravate a mischief which is abso- 
lutely fatal, and that it is of no consequence what additions 
are made, or not made, to a burden after it has reached the 
crushing point. It is the idlest of abstractions to say, that 
the gold policy would have been more ruinous, if Asia had 
embarked in it as well as Europe and the United States. It 
is so ruinous, when confined to the commercial nations 
alone, that they neither will nor can endure it. 

For America this question has one aspect, which does not 
affect Europe. Silver mining, although an insignificant in- 
terest in comparison with the paramount interest of an ade- 
quate and stable money, is still a great interest. Since the 
discovery of this continent, it has been almost exclusively 
an American interest and it is wholly at the expense of 
America that Asia will gain in the sale of its products for 
silver, if that metal is excluded from the monetar)- use of 
the, "Western World, and thereby permanently cheapened. 
One of the great features of the world's commerce for three 
centuries, has been the exchange of American silver for the 
commodities, useful or luxurious, which the East furnishes. 
So long as America retains its monopoly of the silver pro- 
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duction, which still seems as well assured as it ever was, so 
long must it sustain the whole pressure of any loss of its 
purchasing power. It is not extraordinary that America has 
decidedly declined to be a party to a policy of silver de- 
monetization, of which such a loss is one of the plainest 
fruits, although by no means the worst one. 



CHAPTER III. 

Views urged in the United States in favor of the absolute superi- 
ority of the gold standard, without regard to the action of 
Europe. 

The, opponents of the remonetization of silver in the 
United States, which was effected by the act of Congress, 
passed over the President's veto on the 28th of February, 
1878, may be divided in a general way into two classes : — 

1. The first and apparently the smaller class, consisted of 
those who maintained that silver was unfit for anything ex- 
cept token, or subsidiary money, and who were in avowed 
sympathy with the European movement for the establish- 
ment of a single gold standard by all the commercial na- 
tions. The representative of this class in the United States 
Monetary Commission of 1876, was Professor Bowen, of 
Harvard College. 

2. The second class consisted, partly of persons who took 
no distinct ground in respect to the question of what was 
the best metallic standard in the abstract, and partly of per- 
sons who professed a decided preference for the double 
standard both in the United States and in Europe. But all 
of the persons of this second class agreed that the United 
States ought not to return to the double standard, without 
a greater degree of European co-operation than was as yet 
assured. The representative of this class on the United 
States Monetary Commission of 1876, was Governor Bout- 
well who, as Secretary of the Treasury, had, in December, 
1872, advised the demonetization of silver. 

What is proposed in the present chapter, is a summary 



of the views of the first class of persons described above^ 
with such observations upon them as they seem to call for. 

As already noticed, the political, social and financial con- 
ditions in Europe, permitted the advocacy there of a sin- 
gle standard and of gold in all commercial nations, to be 
made distinctly on the ground of its real object and effect,, 
as a measure tending to contract the metallic currency, 
which, it was claimed, was threatened with an undue ex- 
pansion. The political, social and financial conditions in 
the United States, were such as to render that method of 
advocating a gold standard ineffective and in all aspects in- 
judicious in this country. \^See Note.\ 

And not only was that method not resorted to here, but 
the fact was as far as possible concealed, that the gold 
policy in Europe originated from a desire to diminish the 
amount of money. Every motive but the right one was 
assigned for what had been done in Europe, as for exam- 
ple, that Germany demonetized silver because it was depre- 
ciated, when the known fact was that silver did not depre- 
ciate until after the German demonetization, but was at that 
date fully up to the French legal valuation, which is three 
per cent, higher than ours. 

But whatever might have been the objects of the Euro- 
pean promoters of a gold standard, its promoters here en- 
deavored strenuously to maintain the two following prop- 
ositions : — 

I. That where a currency consists of the metals, and of 
paper based upon and convertible into the metals, the ag- 

NoTE. The first public avowal in this country, of any importance, that an improved 
value for moneyed securities was one of the objects of a gold standard, was made in the 
followmg language of a report adopted January 9, 1878, against the pending silver bill by 
a convention of twenty-four New York City banks: — * 

The proposed law would at once reduce the standard one-tenth, and strike that amount 
from the value of all outstanding debts and commercial obligations. 

On the 7th of February, 1878, the New York Chamber of Commerce, following the lead 
of the banks, as merchants always do, resolved unanimously as follows: — 

It is wrong to inflict on our National banks, our savings institutions, and our life, fire 
and trust companies, as well as our marine insurance compatiies, a loss of ten per cent. 

It is plain that the remonetization of silver could only reduce the standard, precisely to 
the extent that the demonetizati >n of silver had raised it. On the question of right, there- 
fore, the advantage was with tl^ose who sought to bring the country back to the original 
and constitutional status of the double standard. 



gregate volume of such a currency is not reduced, by taking 
away from it half, or any other proportion, of the metals. 

2. That prices are not controlled by the volume of money 
and are very little, if at all, affected by it. 

Both these propositions originated in the United States, 
and have never made progress elsewhere. Either of them, if 
tenable, answers satisfactorily the principal objections to the 
demonetization of silver or of gold. So also, it takes away 
all the motive which ever really existed for such demoneti- 
-zation. 

If Chevalier in 1854-5-6 could have conceived the possibil- 
ity of the soundness of these propositions, or of either of 
them, he would not have apprehended an increase of prices, 
injurious to the money-capital and income classes, from any 
supposable amount of California and Australian gold. If at 
any time since 1854-5-6, he had been able to conceive such 
a possibility, he would have relaxed his exertions to demon- 
etize, first gold and next silver. 

So far as it is possible to apprehend the first proposition, 
it is this, that the use of metallic money is so much econo- 
mized by the issue of notes convertible into such money, 
and by checks, clearing houses and other devices of bank- 
ing, and that the proportion of metallic money to the whole 
aggregate of the actual currency is by these economizing 
processes made so small, that the amount of the metallic 
money ceases to be of any importance. 

It is not necessary to deny that the power of metallic 
money is increased by such economizing processes as are 
described, or by other similar processes, but it is surely 
plain that the proportion between two sums, or quantities of 
metallic money, or of anything else, is in no way affected 
by doubling, or quadrupling them, or by any percentage of 
increase or diminution, if it is the same in respect to both 
sums. Whatever might be the proportion of prices with a 
milliard of metallic money, to prices in the same country 
and at the same time with two milliards of metallic money, 
the proportion of prices would be the same if the effect of 
the one milliard and of the two milliards was by some con- 
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matter how much actual currency may be constructed on a 
metallic basis of $10,000, the volume of the actual currency 
will diminish one-half if the metallic basis is reduced to 
$5,000. To suppose otherwise is to suppose, to borrow an 
illustration of Senator Jones, that because in a weighing 
apparatus a marking weight of one pound placed at a cer- 
tain point will balance one ton, it is of no consequence 
how heavy the marking weight is. Whoever tries it, how- 
ever, will find that a marking weight of two pounds at the 
same point will balance two tons. , 

It is no doubt true that the possible proportion of conver- 
tible currency to its metallic basis differs at different times 
and in different countries, but there is only one possible 
proportion , at the same time and place, and therefore the 
volume of convertible currency at the same time and place 
must vary as the metallic basis varies. 

In support of the proposition that prices are not affected 
by the volume of money, it is said that they really depend 
upon the ebbs and flows of credit, and cases are cited in 
which prices have temporarily increased with a volume of 
money stationary, or declining, or have temporarily de- 
creased with a volume of money stationary, or expanding. 
But the most which is established by these cases is, that the 
volume of money is not the sole influence acting upon 
prices. The effect of its expansion to expand prices, and 
of its contraction to contract prices, may be uniform and 
constant, but may be checked or overcome at particular 
times by some counter force. In money, as in other things, 
the fact that varying effects result from the play of various 
forces against each other, does not show that there is any 
irregularity either in direction or power of each force con- 
sidered by itself, but only that one force predominates at 
certain times and another force at other times. It would 
seem to be inaccurate to say that price is merely the ex- 
pression of the relation between the volume of money and 
the volume of other things, but that that relation acts con- 
stantly and uniformly upon price, is not disproved by the 
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fact that other forces may also affect price, sometimes coun- 
teracting and sometimes adding to the effect of clianges in 
that relation. Money cannot escape the general law that 
value depends upon both supply and demand, and it cannot 
be the less true that variations in supply always affect it, 
because variations in demand also affect it. Just so long as 
two milliards are twice one milliard, just so long will two 
milliards of money double the prices resulting from one mil- 
liard, at the same time and under the same circumstances 
tending to enlarge or diminish the effect of money upon 
prices. 

We know historically that as the abundant metallic money , 
of the Roman Empire dwindled away during the Dark Ages 
prices fell pari passu, and were only restored by the mines 
of the New World. In our own times, we have seen the 
impulse given to prices by the discoveries in California and 
Australia, and the prostration of prices following and caused 
first by the fact that the aggregate production of both met- 
als became stationary or declining about ten years ago, and 
next by the discarding of the monetary use of one of the 
metals in important countries. 

It cannot have escaped the rftost careless observation, that 
the persons in this country who maintain in respect to the 
demonetization of silver, that the volume of money does not 
affect prices, are the same persons who deprecate an in- 
crease of the volume of greenbacks as tending to inflate 
them. Both of these positions cannot be sound, as there 
cannot be one rule for metallic money and a different rule 
for paper money. 

The European supporters of a single standard for the 
Western world, were for a single standard, pure and sim- 
ple, with apparently no very decided choice as to the metal 
which might be selected. Their real and avowed object was 
a contraction of the volume of metallic money, which they 
alleged to be dangerously expanding. As it had happened 
that the metal which they first proposed as the standard 
was silver, and that the metal which they first proposed to 
discard was gold, it was not easy for them to claim that 
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gold had any intrinsic superiority as a standard over silver. 
Germany, for example, could not make that claim, when it 
demonetized silver in 1871, inasmuch as in 1857, only four- 
teen years previously, it had demonetized gold and estab- 
lished silver as its exclusive pioney. The thing to which 
those who controlled public affairs in Germany were really 
opposed, was not either silver or gold, but the use of both 
of them as money, and their recent previous action re- 
strained them from placing the demonetization of silver in 
1 87 1 upon the ground of any special objection to it. They 
could not object to it as being heavy, or cumbersome, as it 
could not have acquired any new characteristics of that kind 
since 1857, when they decided to have no 'other kind of 
money. They could not say that it was depreciated rela- 
tively to gold, since its value was as great as it was in 
1857, and there was no symptom in 1871 of any impending 
depreciation, and the production of gold was still largely in 
excess of that of silver. 

The case was different in this country, where nobody was 
restrained by recent past commitments from saying any- 
thing in derogation of silver and in favor of the other 
metal, which commended itself to their own judgment, or 
which might possibly commend itself to the judgment of 
others. 

It was said here that silver was, of the two metals, the 
most fluctuating in value, which is quite contrary to the 
long and well-settled judgment of mankind. As respects, 
steadiness of demand and that steadiness of value which re- 
sults from the magnitude of accumulated stocks, the two 
metals are substantially equal. The great superiority which 
silver formerly had, in the particular last mentioned, was 
lost after the discovery of the California and Australian 
mines. As respects steadiness of supply, silver has always 
had an enormous advantage, and from the methods of ob- 
taining the two metals is likely to retain this advantage for 
an indefinite period. As in Job's time, there is a dust of 
gold and a vein for silver. Nearly all the gold in the pos- 
session of mankind was found pure and was obtained by 
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washing, whereas silver is the product of regular mining 
and the reduction of ores, which require capital, machinery 
and organized industry. Gold fields are soon exhausted, 
while silver mines are permanent. No such sudden and 
great augmentation of production was ever known or will 
ever be possible in silver, as was witnessfed in gold in Cali- 
fornia and Australia, or in Brazil near the end of the 
seventeenth century, or at many other periods in the 
"world's history. That the value of silver is steadier than 
that of gold, aside from the effect of arbitrary government 
interferences with the value of either, is just as certain and 
just as well established as the fact that lead has a greater 
specific gravity than iron. That a monetary standard com- 
posed of both gold and silver, is steadier than a standard 
consisting of either alone, is equally true, but not so uni- 
versally recognized, because depending upon facts and rea- 
sonings less simple in their character. 

In respect to the weight and cumbersomeness of silver, 
insisted upon here as an objection to its use as money, it is 
curious to note that after thousands of years of its employ- 
ment as such, this objection is now for the first time sug- 
gested in conditions of society in which whatever force there 
ever was or could be in it has quite disappeared, and in 
which the greater weight and bulk in proportion to value, 
of silver as compared with gold, has become a positive and 
undeniable advantage. Of course, in the very small transac- 
tions of life, if either of the metals is actually employed, it 
must be silver, as it is even in Great Britain, where the great 
mass of the people never touch a gold coin and rarely see 
one except through the windows of brokers' shops. In the 
larger transactions, in which gold might be used, the tend- 
ency is already thoroughly developed, and is constantly in- 
creasing, to dispense with the actual handling of either 
metal, by the substitution of paper representatives of them. 
In such forms as the certificates of gold and silver deposited 
in the Treasury of the United States, where the deposited 
metal is actually retained for the redemption of the certifi- 
cates, they are truly and in all senses the representatives of 
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such metal. It is in that or similar forms, that the bulk of 
the transfers of gold are made in this country, and that the 
bulk of the transfers of silver will be made, and nothing 
else can be required to show that the objection to the weight 
and cumbersomeness of silver has quite lost whatever force 
it might once have had. 

In the conditions of modern civilization, public and private 
reserves, the accumulation of which is necessarily known, 
exist upon such a scale, that the greater security of silver 
as compared with gold, against abstraction by faithless cus- 
todians, and against enterprises on a still larger scale, which 
might easily suggest themselves to minds criminally inclined, 
at periods of political disturbance, is attracting some atten- 
tion and deserves a good deal more than it receives. It has 
been long known that carrying companies, by sea or land, 
exact as the price of the carriage of treasure the same per 
centage of its value, whether it is gold or silver. The greater 
risk of carrying gold is regarded as an offset to its superior 
lightness and less bulk in proportion to value. But there is 
the same greater risk in keeping gold in deposits that there 
is in transporting it. It is much more easily carried away 
after a theft or robbery, and somewhat more easily hidden 
after it is carried away. The superior safety of silver is 
constantly receiving illustrations in current events. In the 
summer of 1877, according to newspaper reports, a train on 
the Union Pacific Railroad, temporarily in the possession of 
robbers, was carrying government treasure in silver to the 
amount of $250,000, which the robbers let alone, from the 
impossibility of moving and secreting it. More recently, in 
August, 1878, a band of adventurers who had succeeded in 
getting possession, at mid-day, of the vault of a bank at Se- 
dalia, Missouri, took all the money they found except the 
silver, of which there was $3,000. Under the necessity of 
an unincumbered flight from a pursuit which was certain to 
be immediate, they left that untouched. 

We have to-day piled up in the vaults, and principally in 
a few vaults of the Treasury of the United States, the vast 
sum of two hundred millions of dollars in coin, nearly all 
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of it gold. Of much the larger part of this treasure the 
government is the owner, and of the remainder it is the 
custodian, and with more or less responsibility for its safe 
custody, although the degree and limit of this responsibility 
are not so exactly defined, as it would be necessary to de- 
fine them in the case of a loss. It cannot fairly be disputed 
that the security of this treasure would be sensibly greater, 
if it consisted principally of silver, instead of consisting 
principally of gold. 

In silver, the compression of large value into a small 
space and a small weight is such a distinguishing feature of 
it, that it seems well entitled to the rank always assigned to 
it by mankind, as one of the two noble or precious metals. 
This compression, not so extreme as that in the case of 
gold, and still less extreme than that in the case of the dia- 
mond, stops at a point, where preciousness and conditions 
favorable to security of possession are combined in a meas- 
ure eminently satisfactory. 

Lord Liverpool's letter of 1805, to the king, on the coin- 
age, touched none of the questions agitated in Europe since 
1854-5-6. It touched only the local question, and that from 
purely local points of view, of the best metallic standard 
for Great Britain. Lord Liverpool advised a change from 
the then existing double standard to a single standard of 
gold, and his views were adopted in 1816, in contemplation 
of the impending resumption of specie payments by the 
Bank of England. For that- advice, he assigned only the 
two following reasons : — 

First. That as nations increase in wealth, the material of 
their money should be made more valuable, and that Great 
Britain in 1805 had reached that height of opulence which 
required the single gold standard. 

Second. That the changes in the metal in actual use in a 
country under the regime of the double standard, a liability 
to which changes was always and is now admitted by the 
supporters of that regime, are attended with a loss, or as he 
expressed it, are 'V; detriment to the public." 

Neither of these views of Lord Liverpool has ever been 
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regarded in Europe as entitled to consideration, or has ever 
been insisted upon in any of the discussions there. His 
first view has been wholly disregarded in Earopean practice. 
When Holland adopted the silver standard in 1847 and Ger- 
many adopted the silver standard in 1857, they were richer 
countries, and especially Holland, than Great Britain was 
in 1805, or even in 1816. 

Although treated in Europe as quite undeserving of atten- 
tion, these views of Lord Liverpool have been raked out of 
the rubbish heap in which they had been reposing for seventy 
years, and presented to the American public as notable dis- 
coveries in financial science. 

The first view of Lord Liverpool appealed to the English 
on their weak side, which is their pride, and within one 
year after that pride had received its finishing touch in the 
overthrow of the first Napoleon at Waterloo, they decreed 
the gold standard. No money, indeed, seemed too good for 
them in those happy days when all England, from the Gram- 
pian Hills to Land's End, was carousing to the toast : — 
"Britannia rules the waves." 

History repeats itself, and in our own time we have seen 
the Germans decreeing the gold standard, in the year after 
the third Napoleon surrendered his sword to the Emperor 
William, and while "the intoxication of Sedan" was still in 
its joyous stage. 

Viewing the subject from the sober point of view of those 
who have had no Waterloo and no Sedan, it does not ap- 
pear that there is any known and uniform connection be- 
tween the aggregate wealth of a nation, and the rates of 
wages, or prices <of commodities, which prevail in them. It 
is certainly not agreed that an increase of wealth necessarily 
implies an increase of wages and prices. The fact most 
commonly observed is undoubtedly the reverse of that. It 
is the view of many economists (not mine), that the wages 
of labor must fall as nations grow older and more populous, 
and of perhaps all economists, that the prices of commodi- 
ties tend towards cheapness, as machinery is more and more 
made use of in their production. Without going into the 
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region of abstruse and doubtful questions, it is sufficient to 
know that neither in England in Lord Liverpool's time, nor 
anywhere in the world to this day, has there been any such 
advance in wages, or general prices, as renders silver an 
unfit money, or gold a fit money, for the retail transactions 
of common life. Without doubt, there has been a vast mul- 
tiplication of the larger transactions, in which the actual 
handling of either of the metals would be inconvenient, and 
in which it would be much more inconvenient to handle 
silver, than to handle gold. But the answer to that already 
made is sufficient, that the actual handling of the metals in 
such cases is substantially dispensed with in modern times. 

Lord Liverpool's measure did not change the unit of 
English money, which still remained the pound sterling, 
nor did it change the number of grains of gold which, 
when coined into the sovereign, make a pound sterling. If 
in any direction, it is in the direction of increasing the 
unit of money, that anything useful can be done in the 
way of adapting money to an , increased magnitude of 
transactions. It is on that view that the English object to 
the' French money unit, which is the franc, as requiring too 
cumbersome figures for large sums. This English view, 
hswever, does not seem to be the general one.. The princi- 
pal European nations have money units much smaller than 
our dollar, and the unit last adopted, the mark of the Ger- 
men Empire, is only one-fourth of our dollar. 

It is only just to Lord Liverpool to observe, that while 
he proposed the local demonetization of silver in England, 
he proposed no such general demonetization of it, as would 
leave only gold to perform the monetary service of the 
commercial world. If he made the mistake that a particular 
nation, in an advanced condition of wealth, might require a 
more valuable material for its money, he is not chargeable 
with the far greater mistake, that when all the commercial 
nations are advancing in population, wealth and exchanges, 
the aggregate of their money should be reduced by the gen- 
eral demonetization of either metal. The last mistake was 
not made by anybody, until half a century after his times. 
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As to the second view of Lord Liverpool, it is difficult to 
conceive by what mental process he could have arrived at 
the conclusion, that the changes of the money in actual use, 
under the operation of the double standard, are a "detriment 
to the public;' or can ever fail to be directly profitable, and 
in all their indirect effects highly beneficial. The operation 
of the double standard is easy to understand and quite fa- 
miliar in the experience of nations. When the market and 
legal relative valuations of the metals diverge, the dearer 
flows out and the cheaper flows in. It would seem to 
be quite clear that as both metals must have precisely 
the same value for home use as money, nothing can make 
one metal dearer than the other, except a demand of the 
foreigner for a particular metal and his willingness to pay 
a premium in exchanging the other metal for it. The flow- 
ing out of one metal, and the flowing in of the other, must, 
therefore, always be attended by a profit realized .by the 
double - standard country, at the expense of the foreigner. 
This profit may be repeated as often as the foreign demand 
shifts from one metal to the other. France has made two 
such profits ; first, in selling gold to England needed for the 
Bank of England resumption in 1821; and next, in selling 
silver for California and Australian gold, the purchaser be- 
ing also England, under silver requirements for India. That 
these profits were realized is certain, and it does not appear 
that there was any '■^detriment" to France, which took away 
or diminished these profits. After the first sale of gold to 
England, almost the entire French circulation consisted of 
silver, and after the second sale (of silver) to England it 
changed so as to consist very largely of gold. But under 
the double standard, it was a matter of entire indifference 
to France which metal preponderated in its circulation, and 
neither change was or could be disadvantageous. French 
thrift would have dictated making still a third profit, when 
an opportunity recently offered for an exchange of its gold 
for the silver of Germany. The motives which govern men 
are sometimes obscure to themselves, and still oftener to 
others. The desire for gain is a strong passion, but so also 
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is resentment, and it is not to be wondered at, if, so soon 
after the terrible overthrow and hnmiliation suffered at the 
hands of Germany, France should have, consciously or un- 
consciously, taken more satisfaction in embarrassing a mone- 
tary operation in which its enemy had rashly embarked, 
than in any possible profit to itself which might have been 
realized out of it. The declaration recently made (August, 
1878,) by the Finance Minister of France, that the mints of 
France cannot be opened to silver, so long as Germany has 
any to sell, has very much that complexion. 



CHAPTER IV. 

Unsoundness of the view,, that the adoption of a gold standara 
by Europe compels its adoption by the United States. 

Gov. Boutwell, in his minority report as a member of the 
U. S. Monetary Commission of 1876, says : — 

The undersigned has indicated his opinion that it will be 
wise for the commercial nations of the world to agree upon 
the use of silver and gold. 

The testimony taken by the commission tends strongly to 
show that the annual product of the metals combined, is for 
a series of years, more uniform than the annual product of 
either of the metals. This fact justifies the conclusion that 
the use of the two metals, in the manner indicated, will 
furnish a more unvarying basis for business than can be 
obtained by the use of either only. 

It is no doubt true, also, that the demonetization of either 
metal adds to the purchasing power of the metal retained 
for use, by diminishing the price of every article of mer- 
chandise, while it increases the burden of debts both public 
and private. 

In fine, every consideration which justifies and requires 
the use of a precious metal as a basis of business and a 
means of redeeming the promises of governments, corpora- 
tions and individuals, seems also to justify the use of both 
metals for the same purposes, provided always that the use 
is universal or nearly so, and upon an agreed relative value 
of the two metals. 

Elsewhere in the same minority report. Gov. Boutwell 
maintains that " the use, universal or nearly so," of silver, 
which he insists upon as an indispensable pre-requisite to 
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its use by the United States, will be totally incomplete un- 
less Great Britain uses it. He says : — 

As long as silver is merely an article of commerce in 
Great Britain, where our bills due to other countries are 
finally adjusted, the use of silver as a standard in this coun- 
try will fail to produce any of the important results which 
ought to flow from the resumption of specie payments. 

The a,ccumulations of capital are greater in England than 
with us ; credits for commercial transactions over the whole 
world can be obtained more cheaply there than elsewhere ; 
and while her pre-eminence in these particulars remains, 
London will continue to be the clearing-house for other coun- 
tries. Inasmuch as balances there must be settled in gold, 
it would seem wise for other commercial nations to make 
that metal the sole standard of value, or by a general agree- 
ment, to which England should be a party, secure the bi- 
metallic standard. 

All the opponents to the use of silver in this country, may 
not admit, as frankly as Gov. Boutwell does, the superior 
steadiness of the combined production of the two metals, as 
compared with the production of either, and that the "effect 
of abandoning the use of either is in the direction of "di- 
minishing the price of every article of merchandise" and "increasing 
the burden of debts both public and private." To most persons 
indeed, the latter admission will seem fatal, since no greater 
or less degree of convenience in international trade can 
compensate the prostration of prices and increase of the 
burden of public and private debts, in a country like the 
United States, of which the magnitude of the indebtedness, 
external and internal, is so distinguishing a feature. The 
number of those who might be benefited by the facilita- 
tion of making payments in London, is altogether inconsid- 
erable in comparison with the number of those to whom an 
augmentation of the weight of mortgages will bring ruin. 
And it is to be considered also in this case, that the advan- 
tage proposed to be given to a few persons, is one to which 
they have no claim as a matter of right, and is at the cost 
of an absolute wrong and injustice to others. The para- 
mount duty of governments in respect to money, is to secure 
justice in respect to contracts to pay it at future times, and 
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the great mass of such contracts arise out of the internal 
business of the citizens of a country among themselves, and 
are performed at home. The foreign trade of the most com- 
mercial nations, not excepting Great Britain, is insignificant 
in comparison with their internal trade. Still more insig- 
nificant are the current mercantile payments of the United 
States to foreigners, in comparison with the aggregate mass 
of its external and internal debts. 

All this is entirely overlooked by Gov. Boutwell, who 
elsewhere in his minority report, announces the following as 
the true test of what is the best currency for this, or any 
other country : — 

The utility of either of the precious metals as a standard 
of value, is mainly for the purpose of liquidating balances 
with other countries. 

It was in reference to opinions like those of Gov. Bout- 
well, that Mr. Goschen (August lo, 1876) said in the British 
House of Commons in condemnation of the demonetization 
of silver by Germany : — 

What the advocates of those changes of currency looked 
to, was what might be called the inter-national currency, or 
the means of settling the great mercantile transactions be- 
tween one country and another. But the currency had an 
equal important function internally. 

Mr. Goschen would have expressed the truth more nearly, 
if he had said that the internal function of money is the all- 
important one. A really perfect money for which perhaps 
the time has not yet come, should be such a money that it 
could never be used to make payments abroad, it being clear 
that to abstract any part of the money of a country is to 
tamper with its standard of values, and to change the real 
nature and meaning of domestic contracts to pay money. 

The view of Governor Boutwell, that the gold standard 
must be maintained in the United States, so long as it is 
maintained in England, leaves to us only a very small pros- 
pect of escaping from it. That view, however, is held by 
very few persons outside of the doctrinaires of Boston. The 
conditions more commonly insisted upon as indispensable 
3 
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to a successful and useful employment of the double stand- 
ard in this country, are either : — 

That it should be employed by the larger part of the 
commercial nations of Europe. 

Or that it should be employed by nations numerous 
enough and of sufficient commercial importance, to be able, 
in co-operation with the United States, to assure the sub- 
stantial stability of the relative value of gold and silver in 
all markets. 

Under the monetary regime of the Western World, as ex- 
isting before it was disturbed by the action of Germany in 
187 1, although gold was not a money metal in Germany, 
and although silver was not a money metal in England, the 
gold price of silver was nevertheless substantially steady in 
London, and the silver price of gold in Hamburg was also 
substantially steady, because neither price could ever be 
sensibly different from what it was in Paris. The French 
mints, always open to either metal at a fixed relative price, 
dominated the situation. Since 1874, when the silver coin- 
age was limited in France, and especially since 1876, when 
it was entirely suspended there, no mint elsewhere in 
the Western World having been opened to the free coinage 
of silver, the situation has been entirely changed, and the 
relative value of gold and silver fluctuates under the vary- 
ing influences of the market. 

According to the extreme view of Gov. Boutwell, silver 
must first be made a money metal in London, before this 
country can adopt the double standard. But the more com- 
mon view on that side is, that the double standard should 
not be adopted in the United States, until silver acquires a 
tolerably fixed exchangeable value relative to gold in all 
markets, including London, or perhaps it should be said, 
especially in London, inasmuch as that is the greatest centre 
of monetary transactions. Those who take this view, deny 
that silver can acquire this fixedness of exchangeable value 
relatively to gold by free coinage at the mints of this 
country alone. 

This last view is that of M. Cernuschi, who has, however, 
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seemed to suppose that the object would be effected by the 
free coinage of silver by this councry and by France, and 
by such of the present monetary allies of France in the 
Latin Union as would probably follow a French lead in that 
■direction. But all those who maintain this view, including 
M. Cernuschi, concur in saying that silver ought to be 
•abandoned as money by the United States and by all com- 
mercial nations, unless a number of such nations concur in 
the use of it, sufficient to make it available at a steady 
valuation relatively to gold in those countries which may 
still reject it as money. 

This view does not so completely and hopelessly negative 
the maintenance of a double standard in the United States, 
AS does the view of Gov. Boutwell, which postpones it until 
England, proverbial for its doggedness, shall be driven by 
some overwhelming commercial catastrophe to abandon the 
gold standard which, to use the phrase of the London 
Economist, was " invented" by Englishmen. But both these 
views are fundamentally vicious and unsound. They both 
take away from this country the control of its own mone- 
tary policy, and subject it to the caprice and possibly ad- 
verse interests of other powers. It is a suspicious circum- 
stance about both of them, that the necessity of a concert 
of nations was not suggested while the demonetizations of 
silver were in progress, or until this country had manifested 
a purpose to restore it. If uniform precedents are of any 
value, it is a circumstance which condemns both of these 
views, that no nation has ever yet consulted other nations 
as to the kind of money it would have, or has ever consid- 
ered any other interests than its own in acting upon that 
subject. England moved independently in decreeing a gold 
standard in 1816, and Germany in decreeing, first, a silver 
standard in 1857, and next, a gold standard in 1871. If the 
settled opinion of mankind, as manifested by their conduct 
during long periods of time, is worth anything as an evi- 
dence of what is wise in monetary legislation, it establishes 
the doctrine, contrary to that of both these views, that dif- 
ferences in the material of money are no more obstructive 
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to international trade than are differences in the denomina- 
tions of it. Both these views involve the same delusion, 
that the international use of money, which really affects the 
most insignificant part of the transactions of mankind, is 
the most important aspect of money, to which may be sac- 
rificed without scruple, trade, industry, property and the 
rights alternately of debtors and creditors. They both in- 
volve the same theory, never heard of in political economy 
until within a few years, that money can be international. 
Nothing can be money, in any correct and scientific sense, 
except something which is the legal solvent of debts, and 
the 'phrase " international money " involves therefore an ab- 
surdity on the face of it. The coins of our country are not. 
money in another country, unless they are expressly made 
so by the laws of such other country. Money is purely the 
creation of law, and law has no operation outside of the 
jurisdiction of the law-making power. The material of 
which money is made in a particular country, may, or may 
not, have an intrinsic value which is available in exchanges 
elsewhere. If it does possess that species of value, as in the 
case of gold and silver money, it may be used abroad, not 
as money, but on the basis of its intrinsic value, unaffected 
by the fact of coinage, or by the laws of the country ex- 
porting it. The two kinds of silver dollars minted in this 
country, the standard and trade dollars, will both exchange 
in London for gold or anything else, at the valuation of the 
silver in them, neither augmented nor diminished by their 
coinage ; the standard dollar for no more because it is a 
legal tender here, and the trade dollar for no less because 
it is not a legal tender here. And the same thing is true 
of the extra-territorial use of coins of any description. 

As it was stated to be the purpose of this chapter to pre- 
sent an account of the arguments of the American oppo- 
nents of the remonetization of silver, an explanation is 
proper of the reference to the views of M. Cernuschi, who 
is an adopted French citizen and a resident of Paris, where 
he has acquired a distinguished reputation both as a writer 
and a banker. 
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The vote in Congress in June, 1876, being no yeas to 55 
nays in the House on a proposition to make the silver dol- 
lar a tender for all public and private debts, and in the 
Senate 18 to 14 in favor of the same proposition (not a 
quorum voting), had rendered it tolerably certain that that 
measure would finally prevail, although the then President 
and both the candidates for the next term of the Presidency 
were believed to be opposed to it. In that state of things, 
M. Cernuschi came to this country, and remained here sev- 
eral months, including the entire session of Congress com- 
mencing in December, 1876, and ending in March, 1877, in 
active opposition to any present remonetization of silver in 
this country, or to its remonetization at any time, except 
upon conditions of European co-operation, which seemed to 
others of far more remote and doubtful occurrence than 
they seemed to him. He did not abandon the struggle, even 
after his return to Paris, but continued down to the time of 
the partial success of silver remonetization here on the 28th 
of February, 1878, to ply the American press through his 
correspondents, with arguments against it. His prestige as a 
foreign writer of distinction, familiarity with the subject, and 
acute and active intelligence, put him in the lead of the 
American opponents of silver remonetization, so far as the 
argumentative discussion of it was concerned, and an account 
of his views is therefore a correct account of their views. 

The key note of the peculiar opinions of M. Cernuschi is 
iound in the following extract from his work on Bi-MetalHc 
Money, published in 1875 : 

How could the payments of trade between Europe and 
Asia, and especially those of England, be made, if like her, 
the continent of Europe had become mono-metallic? Europe 
can only become mono-metallic on the condition of render- 
ing the rest of the world so. 

With this opinion, that identity of money is essentially 
important in facilitating international trade, he advocates 
Bi-metallism as the best and perhaps only means of securing 
an identity of money among nations, and he advocates it 
upon no other ground. 
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In his testimony before the U. S. Monetary Commissioni 
he said : 

If we believe that it is possible to mali^ payments between 
one country and another without a common money, then in 
that case it is useless to be bi-metallic. 

M. Cernuschi quite overlooks the real objection to the 
substitution of the new standard of a single metal for the 
old standard of both metals, on the basis of which the vast 
debts of the world were contracted. He overlooks the fact 
that the immediate restoration of the double standard is 
called for by justice and by all the vast interests which 
must suffer from a great and sudden contraction of the 
standard of values. He can see nothing in that restoration 
beyond some degree, real or imaginary, of facilitation ofi 
foreign trade. Seeing no other object to be accomplished at 
last than that, it is less to be wondered that he should ad- 
vise the United States to do nothing, until some great inter- 
national arrangement was reached, certain not to be reached 
until after protracted diplomatic delays, and not certain ever 
to be reached at all. 

The following extracts from his testimony (February, 1877) 
before the U. S. Monetary Commission, will illustrate its- 
general tenor : 

In my opinion, no country can coin silver alone ; anj^ 
country that coins only silver will remain alone, and will, 
not have the money for paying abroad. If the United States, 
coins silver and Europe coins gold, what can you do with 
your silver? You cannot pay Europe. 

It is better to maintain the paper money ( greenbacks )' than 
to issue a national currency of silver, if the other nations 
do not use that metal as money. 

Bi-metallism requires that the two metals should be used 
everywhere at a fixed ratio by law. If one-half of the na- 
tions are paying in gold and one-half are paying in silver, 
they are just in the bad position in which England and 
India now are — without a par of exchange. 

I do not say that it is necessary to have all the countries, 
but it would be sufficient to obtain the concurrence of some- 
leading countries of Europe, and if possible, of India. 

You could not pay England except by sustaining heavy 
losses in selling your silver dollars as merchandise on the 
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London market. A common money is necessary for paying 
the balances between the two countries. 

If you have only silver for money and Europe has only 
gold, you remain in .the situation of India. 

The silver can remain at a discount forever. But this is 
not the worst ; the worst is, that no fixity would ever be 
possible between the value of gold and the value of silver. 

The following question was put to him ; — 

Letting France and the Latin Union remain as they are 
now, and Germany and England remain as they are now, 
where would the. injury come to us as a nation, if we start 
here bi-metallism and coin silver ? 

His answer was : — 

The injury would be that at the first moment all your 
gold would disappear. 

In one part of his testimony, he spoke of the sufficiency 
of the concurrence " of the Latin Union, with Holland, and, 
possibly India," but in another part of it, he seemed to 
think that the concurrence of the Latin Union alone might 
suffice, but added, that this concurrence, even if the United 
States coined both metals at the French relation of 15 1-2 to 
I was not to be expected except under the two following 
conditions : — 

First. That the monetary transformation of Germany 
should be at an end, in order that France should not be 
alone in absorbing all the silver thalers of neighboring 
Germany. Secondly. That the United States shall resume 
specie payments, because as long as they pay in paper they 
cannot be a very effective ally for France. 

His final conclusion was, that the remonetization of silver 
by the United States, under existing circumstances, would 
be an act of "■great audacity." 

All the peculiar theories of M. Cernuschi in respect to 
money, as well as his advice in respect to pending Congres- 
sional action, were resisted by the supporters of a double 
standard for the United States, who could see no practical 
difference between mono-metallism and bi-metallism on re- 
mote, uncertain and perhaps impossible conditions. The 
unanimity of this rejection was illustrated, rather than 
broken, by the exceptions of Mr. Alison, of the United 
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States Senate, and of a writer in this country, S. Dana 
Horton, the author of a work, entitled Silver and Gold, and 
their Relation to the Problem of Resumption, in which the evil 
results of the German demonetization of silver had been 
very happily pointed out. 

In a paper published in January, 1877, against the bill to 
remonetize silver, which had recently passed the United 
States House of Representatives, Mr. Horton said : — 

If a nation loses all its gold, while gold remains an inter- 
national money, and receives in its place silver which is no 
longer an international money, ( being demonetized, ) no 
proper par is maintainable between it and other countries. 
The country that takes the silver becomes a sort of India to 
the serious detriment of international commerce. 

We cannot pay in silver for it is not money in Europe. 
If we pay in gold, we must buy the gold and Europe will 
determine what quantity of silver we must give in exchange 
for it. 

If the United States are alone in coining silver we lose 
our gold ; we are flooded with a legal tender which is not 
a legal tender in Europe, the chief country with which we 
deal ; we weight ourselves with coin which has ceased to be 
an international money, and we have destroyed the par be- 
tween our money and that of Europe. 

Will silver be more steady in volume than paper has 
been, or will the whiteback be coupled in popular imagina- 
tion with the grayback and the greenback which it replaces? 

The action of the Latin Union in refusing to coin legal- 
tender silver, is in the present phase of the question final. 
It is an adjournment sine die. There can be no further ac- 
tion until the entire situation is changed. 

It is a pleasure to be able to express my indebtedness to 
the conversation, criticism and suggestions of the distin- 
guished author of the work " £i-Metallism" and most de- 
voted living promoter of the monetary peace of the world. 

In extending to America that impassioned activity which 
has already borne such fruit in Europe, M. Cernuschi has 
laid the cause of sound finance in this country under obli- 
gations, of which posterity will own its share. 

In an address May 21, 1878, before the Social Science As- 
sociation, Mr. Horton argues that what Congress ought to 
have done, was to "stop the coinage of silver entirely," including 
the subsidiary coinage ; postpone the resumption of specie 
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payments until " tke remonetization of silver in Europe" was ac- 
complished ; and pass a resolution to "restore silver at such 
ratio as should be fixed upon, as soon as a sufficient number of na- 
tions should agree to form a union for bi-metallic money." Of the 
bill actuall)- passed by Congress, sometimes called the Alison 
bill, Mr. Horton objects to it, that "beside keeping up the price 
of silver" it tends to encourage the hope "of the advocates of 
demonetization in Europe" that the United States will "in time 
part with their gold and take the rejected silver of Europe at a 
fair price." But comparing it with another measure, he ob- 
serves : — 

Negatively, a great victory was achieved for Bi-metallic 
Union in the defeat of the original Bland bill. Free coinage 
of silver, which was the aim of this bill, would naturally 
lead to the replacement of the existing stock of gold in this 
country with silver. 

Upon the general question he says further : — 

Will gentlemen deny that it is desirable that the silver 
countries and the gold countries should trade with each 
other ? Hardly. 

Evidently there will need to be a ratio of some sort es- 
tablished between the money they use. 

If they are to have any basis of exchange at all, so much 
silver will have to be worth so much gold, and vice versa. 

Will the ratio between the two be as steady as green- 
backs to gold in New York, or as gold to silver in Cal- 
cutta, in 1876 ? 

Will the ratio, I ask, be steady or will it be subiect to 
constant fluctuation, abrupt and extreme ? 

This plan of dividing the world into gold-using and sil- 
ver-using countries means a permanent condition of " un- 
stable equilibrium." 

The bill actually adopted by Congress, limiting the silver 
coinage absolutely to $4,000,000 per month, and giving to 
the Secretary of the Treasury an authority to reduce that 
one-half, was supported by Mr. Alison upon grounds which 
would logically compel him to vote for its repeal, if Euro- 
pean co-operation in monetizing silver shall fail to be ob- 
tained. On one occasion in the Senate, Mr. A. said : — 

The success of adopting the silver dollar as one of the 
standards of value in this country, depends solely and en- 
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tirely upon the agreement of foreign nations with ourselves. 
If the whole burden of keeping silver in circulation rests 
upon this government, we might as well abandon the idea 
as soon as possible after we learn such to be the fact. It 
does not make the slightest difference whether we put 
412 1-2 or 434 grains of silver into a dollar. The coin will 
steadily depreciate in value, if we do not co-operate with 
other nations who are interested in maintaining both gold 
and silver standards. 

These views of Gov. Boutwell, M. Cernuschi and others 
which have been quoted, have been repeated in this country 
in many other forms, but they include in all their forms 
the ideas that the chief office of money is its employment 
in international transactions, and that different kinds of 
money diminish the amount and impair the profits of trade 
between different countries. The misconceptions which they 
all involve are so numerous, and some of them are so well 
calculated to mislead the careless arid inattentive, that it 
will be useful to consider them further. 



CHAPTER V. 

Unsoundness of the view, that the adoption of a gold standard by 
Europe compels its adoption by the United States, {^further 
considered'). 

In the case of two countries having currencies of different 
values, two forms of such a difference may be conceived of ; 
one where the difference is a stable and fixed per centage, 
and the other where it is a fluctuating per centage. From 
the nature of the causes from which a difference arises, it is 
not likely to be absolutely stationary for any great length of 
time. When it fluctuates, which is the most common con- 
dition, the range and rapidity of the fluctuation are much 
greater in some instances than in others. The view of M. 
Cernuschi and of those who agree with him, is understood 
to be, that a difference, even if stable, in the values of the 
currencies of two countries, is an obstruction to their mu- 
tual trade, but that it becomes much more damaging when 
it is fluctuating. 
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It will contribute to clearness in stating and understand- 
ing these questions, to consider the Case of a stable differ- 
ence, freed from the di^lPurbing element of fluctuations in it. 

It can be no injury to an English merchant who sells 
cotton cloths in St. Petersburg for paper roubles, which are. 
the standard currency in that city, that it costs one-fifth of 
the nominal amount of such roubles to convert them into 
gold. If, on the average, he fails to obtain in that way the 
quantity of gold for a given quantity of his cloths which a 
sufficiently profitable prosecution of his trade requires, he 
will, cease to send his cloths to St. Petersburg. More than 
that quantity of gold cannot upon the average be obtainable 
in that market for the same quantity of cloths, because the 
gold price of cloths must be kept down to that point by the 
competition of other dealers in cotton cloths in England and 
other countries, who are always on the lookout for places 
in which to dispose of their comnwdities. What the English 
merchant really sells his cotton cloths in St. Petersburg for 
if he sells for money and not by way of barter, is the gold 
he finally gets, and not the paper roubles which he receives 
only intermediately and for the purpose of conversion into 
gold, or into exchange on London which is the same thing 
thing to him. 

The difEerences between countries in their modes of ex- 
pressing money prices have no more effect upon trade than 
their different modes of expressing length or weight. The 
Englishman expresses price in pounds^ and the Frenchman 
in francs, just as the Englishman expresses length in yards 
and the Frenchman in metres. That does not obstruct trade 
between them, if they both understand what the relation is 
between a franc and a pound and between a yard and a 
metre, and it can make no difference to them, whether twen- 
ty or thirty francs are the equivalent of the pound, or wheth- 
er the metre is a little more than a yard, or equal to 
three yards. 

Many persons supposed that the great depreciation of the 
greenback during the civil war, changed the character of 
our foreign trade, by so increasing prices as to invite im- 
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portations and diminish exportations. This mistake cannot 
be better set right, than by the following quotation from a 
recent work {1874) on Political Economy, by Professor J. E. 
Cairnes, of the London University : — 

The influence attributed by many able writers in the 
United States to the depreciation of the paper currency, as 
respects its effect on the foreign trade of the country is, in 
a great degree, purely imaginary. Foreigners do not send 
their products to the United States to take greenbacks in 
exchange. The return which they look for is either gold or 
the commodities of the country : and if these have risen in 
price in proportion as the paper money has been depreci- 
ated, how should the advance in paper prices constitute an 
inducement for them to send their goods thither ? The 
nominal gain in greenbacks on the importation is exactly 
balanced by the nominal loss when their greenbacks come 
to be converted into gold or commodities. The gain may, 
in particular cases, exceed the loss, but, if it does, the loss 
will also, in other cases, exceed the gain. On the whole, 
and on an average, they cannot but be equivalents of each 
other. 

The trade between commercial nations would never be 
free from obstructions, if the non-conformity of their cur- 
rencies to a common standard of value, was an obstruc- 
tion. Half of Europe to-day is in a state of suspension of 
specie payments, and in the use of paper variously depreci- 
ated below any metallic standard, and it has rarely hap- 
pened that some portion of Europe was not in that condi- 
tion. England was in suspension from 1797 to 182 1, and 
France has been in suspension twice within thirty years. 
But it has never been shown by experience, that the Euro- 
peans have not carried on trade with each other, witli as 
much facility at one relation as another, of their currencies 
to each other, and there is no reason in the nature of 
things why it should not be so. 

Where a difference in the value of currencies exists, the 
effect of fluctuations in that difference varies under varying 
circumstances. In some cases, the effect of such fluctuations 
is quite imaginary, and in other cases it is overstated. 

I. A fluctuation in the difference of value between the 
currencies of countries A and B, may arise from a fluctua- 
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tion in the value of the currency either of country A, or 
of country B, the value of the currency of the other coun- 
try remaining the same. If the fluctuation has occurred in 
the value of the currency of country A, the citizens of that 
country will find that its effects are no greater in their for- 
eign trade, than in their domestic trade, and cannot be es- 
caped in any investment in property which they make, or 
in any business they may embark in. What they will be 
suffering from is a fluctuation in the value of their own 
money, with a necessarily corresponding fluctuation in their 
own prices, and the change in the relation of their currency 
to the value of the currency of country B, is a compara- 
tively unimportant incident of the situation. 

2. If the relative value of the currencies of countries A 
and B has fluctuated by reason of a fluctuation of the cur- 
rency of country B, it is clearly true that the citizens of 
country A are left in the enjoyment of the stability of their 
own money, and that the fact that it has not varied in cor- 
respondence with the money of country B, is a fact upon 
which they ought to congratulate themselves. This precise 
case now exists in India, as will be presently shown. 

3. An English merchant may be induced to send cotton 
cloths to St. Petersburg for sale, upon information that such 
cloths were marketable there at certain prices in paper rou- 
bles, and that paper roubles were convertible into gold, or 
sterling exchange, at certain rates. Upon the arrival of his 
goods at St. Petersburg the conversion of paper roubles into 
gold may have become more costly than when he decided to 
ship them there. The conclusion is, that the fluctuation has 
subjected him to a loss. One answer might be, that the 
fluctuation was as likely to have been the other way and to 
have given him a gain, and that mercantile ventures are not 
apt to be prevented by fairly equal chances of casual loss 
or gain like that. Another answer is, that he probably 
would make no loss in the supposed case of a rise in the 
paper-rouble price of gold in St. Petersburg. Undoubtedly 
he would make a loss, if the paper-rouble price of his cloths 
remained the same, but the probability is that the paper- 
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rouble price of his cloths would rise at the same time and 
in an equal degree with gold. When gold rises in Russia 
under the present circumstances of that country, it means 
that paper roubles depreciate, and such a depreciation means 
a rise in the general range of prices in Russia, which, aside 
from exceptional cases, would include a rise in the price of 
cotton cloths. It is not necessary to multiply illustrations 
of the equally imaginary character of many of the losses 
said to result from fluctuations in the relative value of dif- 
ferent national currencies. 

4. It is ordinarily true, that the extent of such fluctua- 
tions, within the periods of time which cover the commence- 
ment and close of mercantile transactions, is moderate, and 
very much less than other fluctuations which affect such 
transactions. 

It will be of little utility to run over the history of such 
fluctuations as have occurred in the long experience of man- 
kind. What more concerns us, is to consider the nature 
and probable extent of the fluctuation, which is said to be 
the special danger now menacing this country. This danger 
is alleged to be, that, under the operation of the law of 
February 28, 1878, the standard of our currency will finally 
become silver, and that in such case the relation of our cur- 
rency to that of Western Europe will undergo such enor- 
mous and sudden fluctuations as seriously to obstruct our 
trade with that important part of the commercial world. 
The apprehension of this danger is, of course, based on the 
assumption that the gold standard is to be universally 
adopted in Western Europe, which is not only not certain, 
but is rendered less probable by the latest authentic indica- 
tions of French policy. 

M. Cernuschi has said in a published letter to one of his 
correspondents in this country, that with silver used as 
money only in the United States and Asia, and gold used 
as the money of Europe, the relation of value between them 
would be no more stable than that between sugar and 
coffee. In the ardor of controversy he overlooked the enor- 
mous stock of both metals, the inheritance of all the ages 
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which must always exempt them from such great and rapid 
changes of relative value, as are possible and frequently 
witnessed in perishable communities, annually produced and 
expected to be substantially consumed within the year of 
their production. He overlooks the entire history of the 
world, which shows that changes in the relative value of 
the metals have been exceedingly slow, and so alternating, 
that periods may be selected thousands of years apart, in 
which their relative value has been identically the same. 
He overlooks in particular the history of the world since 
1650, when the market relation of the metals settled at be- 
tween 15 and 16 of silver to i of gold, and so remained 
until 1873, while it has only been since 1803 that this 
steadiness can have been attributable to the French double 
standard then established. 

Nothing is better known than that the steadiness of the 
value of the metals relatively to each other, is immeasura- 
bly greater than the steadiness of the intrinsic value of 
either of them as measured in commodities. If the fluctua- 
tion of silver relatively to gold is so extreme as to unfit 
silver to be money, the conclusion is irresistible that gold 
and silver, with their vastly more rapid and extreme fluctu- 
ations in relation to commodities, must both be abandoned 
as money. 

In a letter to the Treasury Department, December 31, 1829, 
Albert Gallatin said : — 

The fluctuations in the relative value of gold -and sil- 
ver coins, arising from the demand exceeding or falling 
short of the supply of either, are less in amount than the 
fluctuations in the value of the precious metals, as compared 
with that of all other commodities. The simultaneous rise 
and fall of the two metals, in relation to all other commod- 
ities, though not susceptible of being precisely valued, does 
often take place to a greater amount than any of the other 
fluctuations. 

A recent case has shown it to be possible for the govern- 
ment of a great country, having a standard of one metal, to 
temporarily disturb the market relation of gold and silver, 
by shifting its standard to the other metal. No similar thing 
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was ever done in the history of the world by any goverment 
of importance, if it was ever done at all, although there 
have been changes from the single to the double standard, 
and vice versa. No governmental action, disturbing the 
relation of the metals in any degree approximating the dis- 
turbance recently caused by Germany, is possible. In fore- 
casting the probable future steadiness of the relative value 
of gold and silver, we are not called upon to take into ac- 
count an extreme government interference with it like that 
of Germany, which may not occur again in many centuries. 
It is enough to know, that no relation of value has changed 
so slowly in the whole history of the world, as that between 
the two precious metals, and that while none of the causes 
of this steadiness have weakened, others are stronger than 
ever before. The accumulated stocks of both, upon which 
Humboldt insisted as ensuring this steadiness, were never 
so large as to-day. There is absolutely no cause for the alarm, 
however persistently it may be sounded, that this ancient 
and well-tried steadiness will fail the world hereafter. 

We omit in this discussion all reference to the fact that 
money is little used in international trade, and. never beyond 
the settlement of the alternating balances of such trade. In 
modern times, even such balances between the leading com- 
mercial nations are settled, not by transfers of money, but 
by transfers of bonds and stocks having a recognized value 
at all the great financial centres. It is only here endeavored 
to be shown, as respects the actual money required to be 
transferred, that if it shall turn out that Europe shall finally 
unite in demonetizing silver, the relation of value between 
the two metals which will be thereafterwards established, 
whatever it may be, may be relied upon to be for all prac- 
tical purposes substantially steady. 

The warnings given to us to avoid the possibility of be- 
coming a silver country, are always emphasized with a ref- 
erence to the present condition of India. But when we come 
to understand what that condition really is, it may turn out 
that the lessons which it teaches, although, pertinent to our 
own case, are very different from what they are said to be. 
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The descriptions given of it are so uniform, that the fol- 
lowing from the testimony of M. Cernuschi before the 
United States Monetary Commission, may be taken as a 
sample of all of them : — 

The. present position of India against England engenders 
heavy losses to both countries. 

It will be impossible for Asia to send her silver, this 
metal being no longer, upon our hypothesis, money in 
Europe. An example of this we have seen in 1876, between 
India and England. India having to pay fifteen millions 
of sterling gold per year to England, she had not, as be- 
fore, the possibility of sending silver to France, where this 
metal was formerly coined ; and the government of India 
was losing twenty per cent, on banking exchange between 
India and London. So that the government declared that 
famine, war, and drought are, for India, lesser evils than is 
the depression of silver in London — that is to say, the 
great increase in the price of gold in India. 

The fact that more silver is required than formerly to 
purchase a given quantity of gold, makes no difference in 
the current trade between India and England. The point 
where the difference is felt, is in the payment by India of 
an annual interest account in London of fifteen millions 
sterling, and the loss arises from the fact that gold has 
risen in value and purchasing power within four years. 
This rise is more than the existing difference between sil- 
ver and gold. No reputable authority puts it at less than 
twenty per cent. So far, the case of India is only the com- 
mon case of a debtor who has promised to pay in a de- 
scription of money which has become more valuable, that is 
to say, dearer and more qostly to obtain. Would the loss 
of India be any less, if silver had risen in valup equally 
with gold ? Clearly not. That would not diminish the 
burden, whatever it may be, of paying fifteen millions ster- 
ling annually in London, but it would inflict upon India 
the great additional mischief to its internal business of a 
rise in the value of its own money, which means a fall in 
the home, prices of its commodities with all which that in- 
volves, of hardship to debtors, arrest of productive enter- 
prises, and diminished employment of labor. India has es- 
4 
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caped this last and greater calamity, by the fact that its 
money, silver, has remained substantially steady in intrinsic 
value, that is to say, as measured by the general range of 
prices. This steadiness of silver, while gold has risen in 
value, has caused the gold price of silver to fall, so that 
whereas ten rupees would formerly buy a gold sovereign, 
or pound sterling, eleven or twelve rupees are now required. 

Neither the expedient of putting more silver into the 
rupee, nor of artificially raising its value by limitation of 
the coinage, so as to again make ten rupees equal to a 
pound, would do anything more than change the form of 
the loss, without changing its essential nature. There would 
no longer appear in the annual accounts of the Indian gov- 
ernment twenty or thirty million rupees paid for premiums 
on sterling exchange, but the Indian taxpayers, from whom 
all the rupees come, would find, that while taxes remained 
nominally the same, the real burden of them increased pre- 
cisely in the proportion that the value of the rupee was in 
whatever manner advanced. 

The difficulty for India, which is the rise in the value of 
the gold mone)' required for its annual interest payment in 
London, would not be remedied by adopting gold money 
for itself. That, like the supposed rise in the rupee, so that 
ten rupees would again be equal to a pound, would inflict 
upon India at home the evils of an appreciated money, with- 
out taking ofE any part of the recent augmentation of the 
burden of its interest account payable abroad. Indeed, it 
would enormously aggravate that burden, because India 
could not adopt a standard of gold, without increasing enor- 
mously the present high value of gold. The calamity which 
has fallen upon India is great, but it is only the same kind 
of calamity which lias fallen upon all debtors who are en- 
tangled in contracts soluble only in gold. The silver stand- 
ard of India brings no loss in its train, but on the contrary, 
it protects India against the calamity of a rise of its money, 
and to that extent, by sustaining its home industries, enables 
India the better to bear the heavier pressure of its gold 
debts. 
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The case of India illustrates the danger of incurring debts 
soluble in a single metal. It explains and justifies the in- 
flexible firmness of the present Congress of the United 
States, in resisting the pretension that the obligations of the 
United States, all of which were authorized and are on their 
face expressly declared to be payable in coin, could be con- 
verted into gold obligations by the constructions and decla- 
rations of the Executive Department, to which the power of 
borrowing money on the credit of the nation is not confided 
by the Constitution. 

The advantage which India now enjoys, is, that although 
it has the single standard, it happens that silver, which has 
remained comparatively steady, is its standard. But the case 
does not the less illustrate the advantage which double- 
standard countries enjoy in all contingencies. Whichever 
metal may rise, they will always retain the more steady one. 
The resulting difference in the value of the two metals, in- 
stead of being a disadvantage for them, will only signalize 
the benefit and protection which the double standard secures. 

If we owe debts payable in the currency of the gold-using 
portion of Europe, and if our metallic standard in actual 
use shall be silver and depreciated below gold by ten, or 
any other rate per cent., we gain nothing by raising our 
own standard to a parity with gold. What we have to pay 
in the gold-using portion of Europe would be just as costly 
to obtain as before, and we should merely have aggravated 
the burden of all our home debts, always immeasurably 
greater than any foreign debts, and arrested industry by a 
prostration of home prices. All these mischiefs would fol- 
low, if we brought our silver standard to a parity with gold, 
by limiting the coinage of silver, or by making our silver 
coins heavier. The case would be still worse if we adopted 
a gold standard, which would make a new demand for gold 
and raise its value both abroad and at home. [See JVote.} 

Note.— Ernest Seyd is the Only European writer known to me as adopting the pe- 
culiar opinions of M. Cernuschi. They are certainly as generally rejected in Europe 
as they are in this country. In T&e Fall in the Price of Silver^ page 33, Seyd says 
that when the countries now in suspension resume payments, it must be in "that ma- 
terial which all other nations use, and if that material is then gold, they must also 
take it and reject silver." 
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CHAPTER VI. 

History of the demonetization of silver in the United States. 

The first manifestation of a purpose on the part of any 
citizens of the United States, to procure the co-operation of 
this country in the European scheme of demonetizing silver, 
was made at the Paris International Conference of 1867. 
The persons concerned in it, were Samuel B. Ruggles, an 
active member of the Chamber of Commerce of New York, 
who had procured an appointment as the delegate of the 
United States to that conference, and John Sherman, then 
Chairman of the Finance Committee of the United States 
Senate, and now Secretary of the Treasury. All that is 
shown by the report of the proceedings of the conference, is 
the fact, that they were, both in Paris, acting together to 
induce the conference to declare for gold, and to that end 
concerting to create the belief that this country might be 
relied upon to support the gold policy. Whether Messrs. 
Ruggles and Sherman were self-moved, or were pushed on 
by other persons ; whether Mr. Ruggles persuaded Mr. 
Sherman, or Mr. Sherman persuaded Mr. Ruggles, into the 
movement ; or whether their concurrence in it was only the 
simultaneous result of opinions which they held in com- 
mon ; all these are matters not determinable by any direct 
evidence, and in respect to which different opinions may be 
held. It is certain, however, that they were acting together ; 
that if Mr. Ruggles needed any assuring support in the 
course he was pursuing, he found it in Mr. Sherman ; and 
that Mr. Ruggles was also powerfully assisted in producing 
in the conference an expectation of the assent of the United 
States to the gold policy, by being enabled and authorized 
to quote the views of the Chairman of the Finance Com- 
mittee of the United States Senate. 

In May, 1867, there was a written correspondence between 
them, which bears internal marks of having been arranged 
beforehand. 
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In a letter dated May 17, Mr. Ruggles advises Mr. Sher- 
man that the conference was then sitting, "to agree, if possi- 
ble, on a common unit of moneys" and that the views of the 
conference were " running strongly in favor of adopting as the 
unit the existing French five-franc piece of gold." He concludes 
by inquiring of Mr. Sherman, " how far such a change would 
commend itself to your own judgment." 

Mr. Sherman's reply, having been pre-arranged was 
prompt, and is dated May 18. In it he says : — 

If this is done, France will surely abandon the impossible 
effort of making two standards of value. Gold coins will 
answer all the purposes of Europe. 

Further on, Mr. Sherman says : — 

They [the United States] could not agree upon the silver 
standard. 

On the 24th of May, Mr. Ruggles communicated this let- 
ter of Mr. Sherman to the conference, with a letter of his 
own, announcing the official position of Mr. Sherman, and 
reiterating his own convictions as to the enormous magni- 
tude of the impending yield of gold and silver in the United 
States, and as to the consequent necessity of a ^'■unification" 
on the gold standard. His language was : — 

Long before that time [1900], the annual production of 
^old and silver in the United States, which is now about 
100,000,000 dollars, may reach 300,000,000, or 400,000,000. 
Without attempting to calculate this gigantic monetary fu- 
ture, which time ensures for the world, we shall only say 
that the work of unification cannot be commenced too soon. 

And in a speech made in the conference, June 20, he en- 
dorses, by adopting, Mr. Sherman's word ^^ impossible" as ap- 
plied to the double standard. Mr. Ruggles' language was : — 

The people of the United States have sufficiently learned, 
if not by study, at least by experience, that the system of 
the double standard was not only without prudence, but 
also impossible, because this system implies necessarily a 
fixed ratio between the value of two different kinds of mer- 
chandise, gold and silver. 

Faithful to his commitments made at Paris to Mr. Rug- 
gles, and to his commitments made in conjunction with Mr. 
Ruggles to the International Conference, Mr. Sherman made 
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a report, June, 1868, to the U. S. Senate in favor of "a single- 
standard exclusively of gold," and during each of the two suc- 
ceeding Congresses, introduced bills to effect that object. 

The controversy has been animated, as to how far Con- 
gress and the people of this country had opportunity to un- 
derstand and consider the effect of the law of February 12, 
1873, the effect of which was to prohibit the coinage of the 
old silver dollar, although it is not in express words referred 
to in that law. That, as a matter of fact, its effect was not 
understood by the Congress which passed it, is established 
by the concurring testimony of nearly every member of the 
Senate and House of 1873. That it was not understood by 
the people, is a matter of common knowledge about which 
there can be no dispute. It is equally beyond dispute, how- 
ever, that Mr. Sherman had made a report in 1868 in favor 
of an exclusive gold standard ; that bills, regularly printed 
and constructively read, had been pending before three suc- 
cessive Congresses, to prohibit the coinage of the silver dol- 
lar ; and that, omitting any reference to reports of bureau- 
officers, which are rarely much read, the regular annual 
report (1872) of the Secretary of the Treasury, which is al- 
ways printed in the principal newspapers in all parts of the 
country, did distinctly recommend the abandonment of the 
monetary use of silver, and refer to a bill then pending to 
effect it, and which, with some modifications, is what we 
now know as the law of February 12, 1873. 

In the present condition of intelligence upon the question 
of the metallic standards, and of universal and profound in- 
terest in that question, it is difficult to conceive how even so 
little as was said about it from 1868 to 1873, could have failed 
to attract general attention. We forget that the question 
had not been discussed since 1830, and that the importance 
of it was not presented to the present generation until 1876. 

The newspaper editors were profoundly ignorant about 
it, or if any of them understood it, they had their reasons 
for being silent. There were no American books on the 
subject, and the European discussions, commenced by Chev- 
alier in 1854-5-6, had failed to attract attention on this side 
of the Atlantic. 
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That Gen. Grant, who signed the law of February, 1873, 
did not know as late as October 3, 1873, that legal-tender 
silver coins could no longer be struck at the mints, is 
shown by his letter of that date to Mr. Cowdrey, which is 
reproduced and commented upon by the United States 
Monetary Commission. It was manifestly not known by the 
United States House, April 14, 1874, when the following 
resolution, moved by E. R. Hoar, of Massachusetts, was 
voted upon : — 

That from and after the first day of September, 1874, 
nothing but gold and silver coin of the United States shall 
be a legal tendgr in the payment of any debt thereafter 
contracted. 

Ten Massachusetts Representatives voted for this resolu- 
tion, including Mr. Hooper, who had reported in the House 
the bill which became a law February 12, 1873, and who 
had made a long speech upon its details, but as it would 
seem, without understanding that its practical effect was to 
establish a gold standard. 

Coming down even later, to January 14, 1875, we find 
President Grant still ignora:nt that silver had been demone- 
tized, as will appear from the following from his message 
of that date announcing his approval of the Resumption 
Act :— 

With the present facilities for coinage, it would take a 
period probably beyond that fixed by law for final specie 
resumption, to coin the silver necessary to transact the busi- 
ness of the country. 

He therefore recommended one or more new mints at 
either Chicago, Omaha, or St. Louis. 

All the subsidiary coinage then or since authorized could 
be executed at the mints as they existed at the date of this 
message, certainly in eighteen months, as they have actually 
performed the work at that rate. As four years were to 
elapse before the day '■'■fixed by law for final specie resumptio'n" 
Gen. Grant must have contemplated a large coinage of full 
legal-tender silver. 

The fact that the President, who is in constant intercourse 
with those who are concerned in public affairs, did not 
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know eight months after he signed the law of February 12, 
1873, that silver was demonetized, was treated by the U. S. 
Monetary Commission as decisive evidence that demonetiza- 
tion rather '■^lurked" in that law, than was plainly expressed 
in its provisions. It would seem to have "lurked" so effect- 
ually, that the President had not discovered it for twenty- 
three months after the passage of the law, and in all that 
time had not met anybody who had discovered it and was 
disposed to communicate his knowledge to the chief magis- 
trate of the country. 

Of course, the persons who framed the law of February 
12, 1873, must have understood that no legal-tender silver 
could be coined under it, and that it practically established 
the single gold standard. But it is probable that many of 
them had never considered the effect of that upon the vol- 
ume of money, the general range of prices, and the rights 
of persons who were involved in contracts to pay money. 
Those momentous and overshadowing aspects of the question 
were presented in Alexander Hamilton's report on the Mint, 
but that was more than eighty years ago. The highest ex- 
ecutive official who recommended the law of 1873 was the 
then Secretary of the Treasury, but of all the topics which 
have entered into the debates since the beginning of 1876, 
he touched only the single one of the probability of a de- 
preciation of silver. 

No public man has so long and persistently insisted upon 
"a single standard exclusively of gold" as Mr. Sherman. But 
he has never been known to assign any reason for it, except 
the one which he first assigned in Paris in 1867, that a double 
standard was "■impossible" which was certainly an extraordi- 
nary one to be assigned by a man who had always lived 
under the double standard, and to be made at the capital of 
France, where that standard was established in 1803 uuder 
the first Napoleon and exists to this day! 

In the annual Treasury Report of December 3, 1877, Mr. 
Sherman says of the act of February 12, 1873, prohibiting 
the further coinage of the silver dollar ; — 

Much complaint has been made that this was done with 
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the design of depriving the people of the privilege of pay- 
ing their debts in a cheaper money than gold, but it is 
manifest that this is an error. No one then did or could 
foresee the subsequent fall in the market value of silver. 

Nothing is in fact plainer than that everybody possessing 
ordinary intelligence and also giving attention to the sub- 
ject, must have foreseen that the tendency of the German 
decree of December, 1871, demonetizing silver, and making 
a new demand for gold, would be to depreciate silver rela- 
tively to gold, and the evidence could be multiplied indefi- 
nitely that this depreciation was not only foreseen, but 
predicted. 

The London Economist, in its review of the events of 
1S71, printed in March, 1872, says: — 

There will be the effect of the substitution of a gold for 
a silver standard in many countries. The German Empire 
has already made this change. Some competent observers 
look forward to a sensible decline in the market value of 
silver, as a consequence of the liberation of so large a mass 
of German silver coins. 

In his testimony before the U. S. Monetary Commission, 
Dr. Linderman, Director of the Mint, said : — 

I was on the Pacific Coast as a sort of special agent or 
commissioner for Mr. Boutwell in the Fall of 1872. We 
were then commencing to look for the effect of the German 
action, and in discussion with some • gentlemen there it was 
suggested that we must look to China ; some special market 
must be made, or a market encouraged. We might work off 
the trade dollar in place of the Mexican dollar. Within 30 
days after the policy of Germany had been determined upon, 
of course everybody saw and everybody knew, that to carry 
out that policy Germany must get rid of two -thirds of her 
silver and put an equal amount of gold in stock. That 
would make an immediate draft on gold stocks in the mar- 
ket, and brokers commenced to charge a difference and the 
•decline of silver commenced immediately. 

In his annual Treasury Report of December 2, 1872, Mr. 
Boutwell placed his recommendation of the demonetization 
of silver upon no other ground than his belief that it would 
depreciate, and one reason which he assigned for that belief 
was, that it had been demonetized by Germany and some 
other countries. His language was :— 
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In the last ten years the commercial value of silver has 
depreciated three per cent, as compared with gold, and its 
use as currency has been discontinued by Germany and 
some other countries. . . . As the depreciation of silver 
is likely to continue, &c. ... In reviewing the recom- 
mendations heretofore made for the passage of the Mint 
Bill, I suggest such alterations as will prohibit the coinage 
of silver for circulation in this country. 

When Mr. Sherman, who led in the demonetization of sil- 
ver in the United States, from the inception of the project 
in 1867, had so little considered the subject as not to have 
foreseen in 1873, that its depreciation was the inevitable re- 
sult of what had been done in Germany, unless there were 
vigorous measures of counteraction, it is easy to see that 
he was not in a condition to impress upon the public mind 
any intelligent convictions upon such a question as that of 
the metallic standards. 

If, when the year 1876 arrived, the people of this coun- 
try had been to any extent aware that silver had been de- 
monetized, and if they had been persuaded to acquiesce in 
its demonetization by arguments, either sound, or having 
an appearance of being sound, it Avould be impossible to 
understand the suddenness and substantial unanimity with 
which they then insisted upon its remonetization. A great 
and intelligent nation does not reverse its opinions in any 
such fashion as that. In this case, there was no opinion to 
be reversed. The great mass of the citizens of the United 
States did not know, as late as March i, 1876, that silver 
had been demonetized, and most of them had yet to learn 
even the meaning of the word, demonetization. They had no 
opinions about the comparative merits of the double and 
single metallic standards, because they had no other concep- 
tion of metallic money than as consisting of gold and sil- 
ver. They are referred to as money in the most ancient 
books with which they are familiar, the Old and New Testa- 
ments. So they are in the Constitution of the United 
States, and they had always been treated as such in this 
country from its first occupation by the European races. 

It was because the demonetization of silver had been ef- 
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fected in. such a way in 1873-4, that the people (including 
even the President ) of the United States were entirely un- 
advised of it, and because they had no old opinions to give 
up and no new ones to form, that the contest for the res- 
toration of silver was so short. It was in fact brought to 
a substantial and irreversible conclusion in three months 
after it .was begun. The commencement of the contest wa& 
in the Senate of the United States, on the 30th of March, 
1876. [See JVofe.] It was substantially closed on the 28th of 
June, 1876, by the simultaneous vote, of no to 55 in the 
House in favor of the proposition of Mr. Landers to resume 

Note. — In a speech in the Senate March 6th, upon the general subject of the currency, 
Mr. Bogy refened very briefly to silver, which he then thought should be made a tender 
to the amount of one thousand doilars. On the 30th of March, the question before the 
Senate being on a bill to take away the legal-tender power of the trade dollar, there was 
a good deal of desultory discussion about the demonetization of silver. Mr. Coekrell, of 
Missouri, declared himself opposed to it, and Mr. Bogy repeated and more at large the 
views against it which he had expressed on the 6th of March. What followed in the Sen- 
ate, after Mr. Bogy had finished, as it is found in the Congressional Record, is well worth 
reading. Mr. Conkling insisted upon knowing whether it was really true that there was 
^'' now by lain no American dollar ^'^ w^hich was evidently new to him. Mr. Sherman was 
confused as to whether the prohibition of the coinage of that dollar was in the law of 1853, 
or in the law of 1873. He believed it was in the law of 1853, but was sure no dollar had 
been in fact coined since 1853, when in truth the larger part of all the silver dollars 
coined from 1792 to 1873, were coined after 1853. Both Mr. Bogy and Mr. Jones were 
determined that the Senate should know, what Mr. Sherman did not seem to know,, 
that the law of 1873, and not the law of 1853, prohibited the coinage of the silver 

dollar. 

From the Congressional Record. 

Mr. Conkling — Will the Senator allow me to ask him, or some other Senator, a 
question. Is it true that there is now by law no American dollar ; and if so, is it 
true that the effect of this bill is to be to make half dollars and quarter dollars the 
only silver coih which can be used as a legal tender ? 

Mr. Sherman — I will answer the Senator from New York, that since the law of iSsj 
the use of the silver whole dollar has been discontinued and none has been issued. 
That has been so since 1853. 

Mr. Conkling — Is there power to issue it ? 

Mr. Sherman — ^There is no power and has been none. 

Mr. Bogy — The power to issue existed from 1853 to 1873 ; but since 1873 I think 
there has been no power. 

Mr. Sherman — There has been no silver dollar issued since 1853, a-Jid my impression 
is that the law of 1853 did not confer the power to issue it. The Senator thinks it 
did confer the power ; but the law of 1873 cut off the power, in my judgment, if it 
existed. 

Mr. Jones, of Nevada — The law of 1853 authorized the coinage of the silver dollar, 
and it was never demonetized until February, 1873 ; but it needed no law to prevent 
people from coining such a dollar for use in business, when there was another dollar 
to be got three or four per cent, cheaper. The people did in 1853 and up to 1873, have 
an option that if gold should become dearer they could fall back on the silver dollar. 
In 187^ that privilege was taken away. 
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the coinage of the silver dollar as a tender for all public 
and private debts, and of 1 8 to 14 in the Senate in favor of 
Mr. Bogy's motion to strike out of a pending bill the 
twenty-dollar limit of the legal-tender power of the silver 
dollar, so as to leave it unlimited. 

On the 20th of April, 1876, there was pending in the Sen- 
ate a proposition of the Finance Committee, to coin the 
old silver dollar, with a legal-tender power restricted to 
.$20, and not to be used at all in payment of customs dues, 
or of interest on the public debt. Mr. Bogy moved to 
amend, by striking out both these limitations and proceeded 
to speak at large in favor of the coinage of both metals 
with unlimited legal-tender functions ; pointing out the sur- 
reptitious manner in which silver had been demonetized, 
and presenting an ample array of arguments and authorities 
■SLS to the disastrous effects of striking down one of the 
two money metals of the world. 

The senior Senator from Nevada (Mr. Jones ). occupied 
two days, the 24th and 25tli of April, 1876, in a speech 
which may well be called memorable, from its complete 
■exhaustion of the facts, arguments and authorities in favor 
of the restoration of silver, and from its efEect, both imme- 
diate and enduring, upon public opinion. Occupying seven 
hours in its delivery, it was, of course, voluminous in print. 
It could not be otherwise, and cover so many of the points 
of a subject more momentous than any other to,- the inter- 
■ests and happiness of mankind. The opinion of this coun- 
try upon great topics of public concern is not controlled 
hy those who will never read anything beyond the length 
of a flippant paragraph in the newspapers. It is controlled 
by that numerous bod}' of thoughtful men, to be found in 
all parts of the United States, although perhaps in greater 
proportionate numbers in the rural districts than in the 
cities, who begrudge no amount of time necessary to under- 
stand important facts and sound arguments, addressed to 
their intelligence and sense of right. The Senator's speech 
was read everywhere, and the contemporaneous public 
judgment, that it settled the question which it discussed, 
will never be reversed. 
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Parliamentary tactics, the early termination of that ses- 
sion, the obstruction to business at the next session aris- 
ing from the threatening aspects of a disputed Presiden- 
tial election, and the resistance afterwards, pushed quite to 
the verge of the constitution, of the person who was de- 
clared to be chosen President ; all these circumstances com- 
bined to protract the formal closing of the contest until 
the 28th of February, 1878 ; but it is none the less true that 
this formal closing was a foregone conclusion twenty months 
before. 

The extraordinary effect of the speech of Senator Jones, 
is an added proof, if any was needed, that the question 
which it exhausted, was an entirely new one to the pres- 
ent generation in the United States. No one man, however 
great his abilities, or thorough his knowledge, can change 
the opinion of a great and intelligent people by a single 
effort. The Senator accomplished no such impossible achieve- 
ment as that. He found the country without opinions and 
without any special knowledge of the facts bearing upon the 
question of the metallic standards, and he was able, not to 
change its opinion^, but to form and fix them, by the vigor 
and clearness of his reasoning and by the amplitude of in- 
formation which was the fruit of his special studies. 



CHAPTER VII. 

The urgent necessity of the free coinage of silver by the United 

States. 

A depression of trade and industry signifies that markets 
are stagnant ; that it is difBcult to dispose of the general 
range of comnjodities at prices which yield any sufficient 
profit ; and that this difficulty so discourages production 
that it is kept up only partially and by successive reductions 
in the wages paid to laborers. In other words, a depression 
of trade and industry signifies, and essentially consists of, a 
fall in prices. The universal depression which we are now 
witnessing in commercial nations, is the fall in the metallic 
prices of all of them, aggravated in some of them by a con- 
traction of their paper currencies. 
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Many causes may conspire to determine the extent of a 
fall in metallic prices, but there is one cause which acts al- 
ways in that direction, and that is a contraction in the vol- 
ume of metallic money relatively to other-things. 

The known fact is, that the production of the material of 
which metallic money is made, has been stationary or de- 
clining since about 1865, while the population and commer- 
cial exchanges requiring money have been steadily and 
largely increasing. This does not of itself prove that the 
volume of mone}- relatively to other things has recently de- 
creased, because the production of the metals anterior to 
1865 may have been excessive, so that some subsequent fall- 
ing of production may have been consistent with the main- 
tenance of the equilibrium between money and other things. 
But the preponderance of sound opinion is, that the pressure 
of expanding population and commercial exchanges against 
a constriction of metallic money was already felt before the 
great monetary change introduced by Germany came into 
practical operation. The effect of that change, in connection 
with the concurrent policy of other nations and especially 
of France and the United States, has been decisive for evil. 
It is the only known cause, resulting from and remediable by 
human agency, which can be seen to have inevitably tended 
to bring on the depression which is universal among the 
commercial nations, and of which no explanation, referring 
only to local circumstances in particular nations, can be 
logically deserving of the least attention. This German 
movement may not be the sole cause of the deplorable con- 
dition of the commercial world, but, at any rate, it surely 
tended to aggravate and precipitate the consequences of the 
failure of the mines to produce the precious metals in an 
abundance adequate to monetarj' wants. 

Experience had shown that the gold suppl)- was no more 
than adequate to maintain the stability of gold prices in 
Great Britain, which, until 187 1, was the only important 
countr)- using an exclusively gold standard. It was there- 
fore altogether plain that a great empire like Germany, 
then destitute of gold, having for many years employed 
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only silver money, could not also go to a standard ex- 
clusively of gold, without an imminent danger of produc- 
ing a prostration of gold prices. That calamity was per- 
haps not absolutely certain. It might, at any rate, have 
been kept within more endurable limits, if other nations in 
Europe on the double standard, and especially France, had 
given free play to the corrective, steadying and equalizing 
powers of that standard. Those nations might have fur- 
nished, without injury to themselves, nearly all, if not all 
the gold which Germany required, and have taken into 
their own circulations the silver of Germany, and thus pre- 
served to Europe that portion of its metallic money and 
prevented its being carried away to Asia, to be there lost 
forever to the Western World. But evil counsels, aided by 
the jealousies and rivalries of nations, were too strong. 
Some of the smaller States of Europe adopted the gold 
standard almost simultaneously with Germany, and the 
mints of the other specie-paying States, and most important 
■of all, of France, were closed to silver. A contest between 
Oermany and England for gold, sometimes especially active, 
sometimes apparently lulled, but never really intermitted for 
a single day, has been the result, and with the inevitable 
accompaniment of a reduction of prices, since it is with 
no other weapon than a reduction of prices that nations 
■can contend with each other for the possession of gold 
The history of this contest is the commercial history of 
Europe since 1871-3. It was in Dec, 1871, that Germany de- 
creed the gold standard and commenced its coinage, but it was 
not until 1873 that the withdrawal of silver was undertaken. 
One portion of the policy of Germany, simultaneous with 
its change of metallic standards, remains to be referred to. 
This is the suppression of bank notes below the denomina- 
tion of one hundred marks, or $25, involving a contraction 
of the paper currency to the extent of $130,000,000, either 
to be felt in a reduction of prices, or to be made good by 
withdrawing an equivalent amount of gold from other coun- 
tries. From the consequences to themselves of that part of 
the German policy, there was for other nations no escape. 
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So far in Europe, the example of the demonetization of 
silver has been followed only by those comparatively unim- 
portant countries, Denmark, Sweden and Norway, but the 
consequences were most disastrous, even before the gold 
policy of the United States came into practical operation. 
It was too apparent, that if another great country should 
become a competitor for gold with Germany and Great 
Britain, who were already competing for it, prices would be 
still more fatally prostrated and that it would be impossible 
to foresee the limits of the commercial and industrial ruin. 
In England, where the interests of trade and labor are so 
vast, the alarm was general arid profound as to the effects of 
the German policy, and as to the possible consequences of 
its general adotion by other nations. [See Notei\ 

One the 4th of March, 1876, the London Economist said : — 

We all know what the Germans have had to do, and 
how painful its effect upon us has been. They had to buy 
gold to substitute for their silver, and the result has been 
an unusual disturbance of the London market, with some- 
times very high rates of discount ; nor is, the operation still 
complete. 

On the i8th of March, 1876, the report (happily not true) 
reached London, that the Bank of France had changed its 
policy and was proposing to abandon the double standard 
for the gold standard, preliminary to a resumption of specie 
payments. Upon this report, the Economist observed : — 

Strong opponents of the two-metal plan ( like ourselves ) 
may well doubt whether this is the time to abandon it. 
Germany is just making the substitution of gold for silver, 
and it is obviously an operation in which many great na- 
tions should not engage contemporaneously. An interval 

Note. — Later on, the superior power of the banking and moneyed interest in Eng- 
land was exerted, and compelled the commercial interest to support the gold policy 
under which it was being crushed. The same thing has been witnessed in this country 
often, and never more conspicuously than in the recent contest about the metallic 
standards. Merchants and the controllers of industrial enterprises are so dependent 
upon bank discounts, that they cannot safely go against bank policies. In the City of New 
York, several (so-called) commercial organs, which supported the gold standard in 
1877-8, were against it in 1876. The apparent unanimity of Boston and New York in 
favor of it was a coerced unanimity. In no parts of the country were the losses from 
it so heavy, or the number of its victims so proportionately great. But at the same 
time, it was in those cities that the coercing power was most irresistible. 
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ought rather to be left after the completion of the opera- 
tion by one, before another begins. 

The United States suffered before 1876, in common with 
other nations, from the mischievous policy of Germany, but 
did not practically co-operate in that policy until after 
1876. 

So long as neither of the metals was in use in the United 
States, the demonetization of one of them was unimportant, 
and for that among other reasons was unobserved. Prepa- 
ration for specie resumption was not commenced until Mr. 
Sherman was placed at the head of the Treasury Depart- 
ment, [See Note'\ and then it was that the enormous mischief 
of the monetary legislation of 1873-4 became practical. The 
nature of the mischief was foreseen in 1876, when the char- 
acter of that legislation was first known, but its actual pres- 
sure began with the piling up of gold in the Treasury to 
provide for the redemption of the currency notes of the 
government. 

Nothing in the history of recent times in this country, 
will more amaze future readers, than the fact that the men 
in the control of affairs should have supposed that because 
Europe was in important portions of it going to a gold 
standard, it was necessary that the United States should go 
to the same standard, or possible that the two operations 
could go on simultaneously without a prostration of indus- 
try and trade beyond any precedent or conception. When 
the commercial world was already writhing under the effects 
of the dual contest f6r gold between Germany and Great 
Britain, to convert it into a triangular contest for that metal 
between Germany, Great Britain and the United States, was 
plainly to make the ruin hopeless. 

Note. — In a speech at Toledo, August 26, 1878, Mr. Sherman said; 

My predecessors had taken no steps under the provisions of the resumption act. 
When I assumed the duties of my present office, after careful study of the whole 
question, I determined that it would be necessary to accumulate, in addition to the 
surplus revenue, the sum of $100,000,000 of gold coin, and that it ought to be accu- 
mulated at the rate of $5,000,000 a month from the ist of May, 1877, to the date'of re- 
sumption. We accumulated readily during eight months of that year, at the rate of 
$5,000,000 a month. This process was arrested by the debates in Congress; but was 
again resumed in the Spring of this year, when it was found still more easy to accu- 
mulate coin by the sale of 4 1-2 per cent, bonds, and the original plan was executed 
sooner than was anticipated. On the loth of this month, the Treasury of the United 
States was supplied with $209,011,753 in gold and silver coin and bullion. 
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The constitutional governments of Europe are parliament- 
ary, and an adverse vote in the legislative chambers changes 
the ministry and the course of administration. Under our 
forms, the executive power concentrated in the single hand 
of the President, is free from any possibility of being con- 
trolled, either by the people, the States, or Congress, for the 
term' of four years, and it extends to negativing any new 
law, or change of law, unless it is carried by a two-thirds 
vote of each branch of Congress. If the President needs any 
new law, or change of law, to carry out a policy which he 
favors, he is dependent upon the concurrent judgment of 
Congress. But if existing laws enable him to carry out a 
favorite policy, he can resist any interference of Congress 
with his plans, with the aid of a single vote in excess of 
one-third of either branch. 

That was the situation of the present President when he 
came into power on the 3d of March, 1877. He was, as the 
country now knows, pledged to secure a resumption of spe- 
cie payments exclusively in gold, and he placed at the head 
of the Treasury Mr. Sherman, who had been identified with 
the gold policy since 1867. The existing law of 1875, known 
as the Resumption law, armed the President with a power 
to enforce a gold resumption on the ist of January, 1879, 
which could only be taken from him by a two-thirds vote 
in each branch of Congress. This law of 1875 provided in 
terms for a coin resumption, and nothing else was contem- 
plated by those who passed it, as the fact that no other coin 
than gold could be obtained at the mints was so generally 
unknown, that even the President who signed the law of 
1875 did not know it. 

The Monetary Commission, created in 1876 by the Forty- 
fourth Congress to investigate the subject, reported on the 
2d of March, 1877, that a resumption of specie payments, 
without a restoration of the monetary function of silver, 
would be plainly ruinous to the country, and this opinion 
was well known to be concurred in by the Congress elect, 
as well as by the Congress then m session, and by a great 
majority of the States and people. 
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The President coming into power on the 3d of March, 
1877, was nevertheless inflexibly determined, under the ad- 
vice of a Secretary of the Treasury of his own selection, to 
■carry into practical effect, so far as he was able, the policy 
of resuming specie payments exclusively in gold To that 
€nd, he commenced and has persevered in great accummula- 
tion of that metal in Treasury by the sale of interest-bear- 
ing bonds, and caused it to be known that he would veto 
any law which Congress might pass, restoring to silver the 
monetary functions of which it had been deprived by an 
unobserved course of legislation. 

Congress, profoundly sensible of the abyss of misery into 
which the policy of the President and the Secretary of the 
Treasury was plunging the country, was unable to afford 
anything more than a very partial and inadequate remedy. 
One of two measures was plainly called for ; either a re- 
peal of the law for resumption, or such a restoration of 
silver as would make resumption what it was intended to be 
and what is expressed in the terms of the law, a resump- 
tion in coin, and not a resumption in gold. It was not 
practicable to obtain the requisite two-thirds majority in 
both branches for either of these measures. The restoration 
of silver was supported by much more than two-thirds in 
the House, but it was not possible to obtain the indispensa- 
ble two-thirds in the Senate, without hampering it with con- 
ditions under which very little benefit has been thus far re- 
ceived from it. The law of February 28, 1878, passed over 
the Presidential veto, limits the coinage of silver to a sum 
between two and four million dollars per month. Within 
that range, it leaves the sum at the discretion of the Ex- 
ecutive, by whom, as was to be expected, the coinage has 
been kept down to the legally permitted minimum. 

The President, acting under the advice of the Secretary 
of the Treasury, has thus been able, by means of the great 
powers of his office, to carry out his policy of gold resump- 
tion on the ist of January, 1879, with only the mitigation 
of a silver coinage which will not exceed 1 25,000,000 on 
that day That sum, even if all retained in the Treasury, 
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would not be more than one-seventli part as great as the 
sum in gold 'which is piled up there. The country has thus- 
escaped, only in an inappreciable degree, the consequences 
of an absolutely exclusive gold resumption, nor can it escape 
them very soon without new legislation. At the rate of silver 
coinage, so far permitted by the Secretary of the Treasury, 
it will not exceed $80,000,000 on the 3d of March, 1881, 
Furthermore it is possible for the Secretary, by overstep- 
ping or straining his official powers, to so dispose of a cer- 
tain amount of silver money, that it will not relieve the 
strain upon the gold markets, which is the sole cause of the 
existing depression of trade and industry. Some of his ad- 
visers and adherents claim that the amount which he can 
manipulate in that way, is as large as sixty or seventy mil- 
lion dollars. [See JVoU.] 

If so, unless some new legislation can be carried against 
Presidential resistance, the country is destined to suffer until 
the end of the present Administration, with scarcely any 
abatement, the disastrous consequences of a continued strug- 
gle with England and Germany for gold. 

It is thus too plain that the resumption, which is impending 
over this country, is substantially a gold resumption, and that 
it has been relieved in only a slight degree by the silver law 

Note. — The Treasury management of the silver dollar was foreshadowed at the 
Social Science meeting in Cincinnati, in May of this year, in a paper read by Horace 
White, an active adherent of the Secretary's gold policy. The following is an extract: — 

The whole problem of resumpt'on hinges on keeping the silver and gold dollars at 
par with each other. This can De done for two or three years, at least, by withdraw- 
mg the small notes from circulation and allowing silver dollars to fill the vacuum. 
The Secretary may well feel justified in giving the people the thing they have so 
loudly demanded. If they cannot take sixty or seventy millions of these dollars to 
their bosoms, they do not want silver very badly. After the small notes are thus re- 
placed, we must secure international bi-metallism, or stop coining silver. 

The Secretary, having determined upon the quantity of metal necessary to be stored 
in the Treasury vaults for the purpose of resumption, is working off the silver dollars 
in every possible way. To whatever extent he succeeds in that, his accummulation of 
gold must be greater, and the effect of that, whether he sees it or not, is to aggra- 
vate the prostration of gold prices. In the same direction, are his efforts to circulate 
the silver dollars in localities where they will be least likely to return to the Treasury- 
m payment of custom-house duties. This custom-house demand is one of the demands 
tor gold, which keep up the value of gold and depress the gold prices of commodi- 
ties. And so far as he is able to substitute silver for small notes, he annihilates any 
effect of it in the direction of relieving the monetary pressure. To that extent, he will 
have prevented the accomplishment of anything except the substitution of silver for 
paper. 
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of February 28, 1878. The circumstances attending its pass, 
^ge compelled submission to narrow limitations upon the rate 
of coining silver, and the administration of the law has been 
in the hands of its implacable enemies, who are nuUifyiiig 
or staving off its natural and intended effects, in the hope 
that the chapter of political accidents may furnish some op- 
portunity to repeal it. 

Tlie decline in prices, or in other words the depression in 
trade and industry, in all the commercial nations of the 
Western World, has been continuous since 1873, when Ger- 
many began to withdraw and sell silver. But it has been 
distinctly aggravated within two years, since there has been 
added the new pressure of preparation for gold resumption 
in the United States. This is a matter of common knowl- 
edge, but certain facts will illustrate and confirm it. 

The London Economist has published elaborate tables, making 
all the comparisons which it was possible to make, of the 
^quantities and money values of the exports of British and 
Irish produce and manufactures in the calendar years 1872 
and 1877. The result is, in respect to 143 1-3 millions ster- 
ling of the exports of 1877, that the same quantities of the 
same articles would have produced 181 t-2 millions sterling 
at the prices of 1872, instead of 143 1-3 millions, being an 
average decline in price of about twenty-one per cent. If 
this decline had been equable over the five years, the annual 
decline would have been 4.2 per cent., but all English au- 
thorities agree that the decline has occurred principally 
within three years. ' 

As to the decline of prices in this country during the past 
two years, the New York Public, a strenuous advocate of 
gold, which publishes from time to time full tables upon 
the subject of prices, says, September 5, 1878 : — 

There has been a material decline of prices since August, 
1876, which we have estimated as about 7 per cent., in 
1876-7, and about 13 per cent, in 1877-8, so that a payment 
of about $81,000 now represents as large a quantity of pro- 
ducts transferred, on the average, as a payment of $100,000 
represented in 1876. 

The prices given in the Public are currency, or greenback 
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prices. The mean premiums on gold were 10.9 per cent, 
in August, 1876; 4.1 1 per cent, in August, 1877; and 1-2 
per cent, in August, 1878. 

As will be seen by a comparison, the fall of currency 
price from 1876 to 1877, was 7 per cent., of which 6.25 per 
cent, may be set down to the score of an appreciation of 
greenbacks relatively to gold, so that the fall in gold prices 
between August, 1876, and August, 1877, was only three- 
fourths of one per cent. 

Aggregating the two years, we find a diminished premium 
on gold of 10.4 per cent., but a fall in currency prices of 19 
per cent., which makes a fall in gold prices of 8.6 per cent., 
of which 7.85 per cent., or nearly the whole, occurred in 
the second year commencing August, 1877. 7.85 per cent, is- 
almost double the average decline in gold prices in England 
from 1872 to 1877. 

This great decline of 7.85 per cent, in gold prices in 
a single year, is contemporaneous with the locking up of 
gold for resumption purposes, and the consequent pressure 
upon the gold markets of the world. No other result than- 
an aggravation of the depression could flow from such, 
causes. It is everywhere recognized that the depression, 
continuous since 1873, has been recently intensified, and it 
is admitted in Europe that this intensification is produced 
by the entrance into the field of the United States as a com- 
petitor for gold. 

At the January meeting, 1878, of the Board of Trade, in 
Toronto, Canada, where the standard is gold, the President,, 
Andrew Robertson, said : — 

I am safe in stating that, compareti with three years ago,, 
the shrinkage in all classes of goods, is equal to one-third. 

The Toronto Journal of Commerce of September 13, 1878,. 
says : — 

Serious as has been the fall in stocks and in merchandise, 
it has been slight in comparison with that in real estate. 

A British writer in the Fortnightly Review of August, 1878, 
says : — 

The complaints as to dullness of trade have been universal 
now for at least three years. In the iron and coal trades, 
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things have gone from bad to worse. Some of the largest 
smelting works in the country have ceased to produce, and 
hundreds of smaller concerns either work along in great 
distress, or disappear altogether, leaving little but debts to 
indicate that they ever existed. Prices, in almost all depart- 
ments of business, have been falling continuously for many 
months. There is, in short, undeniable evidence of strain 
everywhere. 

Messrs. Fallows & Co., of Liverpool, report that "the his- 
tory of the iron trade during 1877 is one continued chron- 
icle of depression, unrelieved by any silver lining to that 
dark cloud which has hung over it for the last three years." 

The British coal and iron trades were the first to break 
down, but now even the cotton manufacture succumbs to 
the last turn given to the screw of gold contraction by the 
preparation for gold resumption in the United States. In 
their cotton-trade circular, Messrs. Ellison & Co., Liverpool, 
report that "1877 had not a single redeeming feature. It 
was bad throughout, and altogether the worst year for the 
cotton industry experienced since the American war." 

The London Times of September 11, 1878, says: — 

There is not a single encouraging feature in the cotton 
trade of North Lancashire. The condition of the markets 
is worse than ever and the outlook most gloomy. Goods 
are not only being piled up in the Manchester warehouses, 
but are fast accummulating in the mill store-rooms. The 
small manufacturers with limited means are obliged to sell 
at almost any sacrifice, and before the crisis is passed there 
is no doubt many of these firms will succumb. 

Of general British prices, the London Times of Seotember 
9, 1878, says : — 

The trade returns for August, issued to-day, still fail to 
indicate that the much-wished for revival in trade has set 
in. The fall in the export values is still almost exclus- 
ively a fall in prices. The export business of the country 
is still a profitless, if not a losing, trade. Goods are manu- 
factured and sent abroad in their old channels, to some 
extent irrespective of the demand for them, and the result 
is falling prices, trade distress and heavy losses. 

The London Economist gives tables showing an average 
fall in prices from August, 1877, to August, 1878, of five and 
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seven-tenths per cent, in the following raw materials for 
manufactures imported into Great Britain, viz.: cotton, flax, 
hemp, hides, jute, silk, wood, wool, unwrought copper, iron 
ore, lead, tin, flaxseed and linseed, and tallow. This shows 
the universality of the fall in prices in Great Britain, in- 
cluding imports and exports. 

Of the British cotton manufactures, the Economist, Septem- 
ber 14, says : — 

The resumption of full time in Lancashire has again 
caused manufacturers' stocks to accumulate rapidly, and 
prices to fall ; and it may be said that a large portion of 
the benefit derived from the ten-per-cent. reduction in oper- 
atives' wages has been lost. In some quarters a further 
drop in wages is discussed. 

A London dispatch, October 3, says : — 

Scotch pig iron is quoted to-day at 43s. 6d. per ton, which 
is the lowest price for thirty years. ■ 

In 1874 the quotation was 85s. 6d. to 87s. 

A London dispatch, October 7, says : — 

There are grave fears that England is on the eve of a 
great money panic. The joint-stock banks are generally in 
a dangerous condition. For a long time the manufacturers 
have been doing a losing trade, but have kept their mills 
going because it would be almost certain ruin to stop. 
The banks find themselves loaded down with securities, on 
which they cannot realize without great loss. The whole 
East India trade has been rotten for three years past. The 
manufacturers have their warehouses crowded with goods. 
The iron trade has reached a point of depression not 
known since 1848. 

The London Statistical Society has published the follow- 
ing statement of the number of bankruptcies in England 
and Wales in certain years, which shows the recent increase 
of the pressure : — 

1870, 8,151; 1871, 8,164; 1872, 8,112; 1873, 9,064; 1874, 
9,250; 1875, 9,194; 1876, 10,848; 1877, 11,247. 

In its review, printed March, 1878, of the financial events 
of 1877, the London Economist says : — 

In 1876 there were some indications that the corrective 
process, rendered necessary by the extravagant heights to 
n^hich cost of production had been carried in 1871-73, in 
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every department of trade, and in every part of the world, 
had made some progress towards a radical cure. But the 
experience of 1877 has shown that the evils had penetrated 
so far into the entire industrial system that a longer and 
more severe depression has been required to cure them. On 
the continent and in the United States the depression has 
been even more severe than with ourselves ; and France, 
which had comparatively escaped till 1876, must now be in- 
cluded in the list of depressed countries. 

The intelligent reader will have no dif&culty in distin- 
guishing statements of fact from suggested explanations of 
their causes. The Econotnist is a good witness to the fact, 
that whereas there were some indications in 1876 that the 
depression of trade, or what is the same thing, the fall in 
prices, had reached its worst, it turned out that it grew 
even worse in 1877, not only in England, but in the United 
States and on the continent of Europe, at last involving 
France, "which had comparatively escaped till 1876." Its sug- 
gested explanation of the fact is idle and childish, and it 
is also disingenuous. \See Note.\ 

As respects the fall of prices in the United States, since 
the gold-resumption policy was commenced to be put into 
practical operation, the general statements of the New York 
J'ublic have already been referred to. More particular state- 
ments, in the form of interviews with New York merchants, 
are given in the New York Tribune of August 31, 1878, and 

Note. — Year by year, from 1864 to 1876, and sometimes month by month, the Econo- 
mist had msisted that the failing yield of the gold mines threatened the world with a 
collapse of gold prices, and -a. consequent commercial depression. As soon as Germany 
adopted a gold standard, the Economist at once called attention to the strain it must 
put on the gold markets, and continued to lament over it and over its consequences. 
In March, 1876, on the rumor that France contemplated a gold standard also, the 
Economist pointed out how injurious it must be to the commercial world for any im- 
portant nation to do that while the German operation was still uncompleted. In 
March, 1877, the United States Monetary Commission reported that it would be a trans- 
parent and fatal folly for the United States to bring on a contest for gold with Eng- 
land and Germany. The Economist, instead of sustaining this conclusion, denounced 
it, and has ever since insisted upon every explanation of the fall of the gold prices of 
commodities, except the true and obvious one of a rise in the value of gold, caused 
by the declining yield of that metal and by the policies of Germany and the United 
States. The banking interest dominates everything in London, and had become alarmed 
in 1877 at the prospect of the payment in silver of the public debt of the United 
States, of which it was then a large holder. When the Iranfers of that debt to the 
American purchasers is completed, London may take a different view about the me- 
tallic standard of this country. 
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the New York Evening Post of September 4, 1878. The 
Tribune gives the names of the parties interviewed. The 
Post says they are prominent mercantile houses, but with- 
out giving names. 

The interviews reported in the Tribune, are given under 
the general and attractive headings of "-Merchants encour- 
aged" and " Signs of a revival of business." When men talk 
about actually existing prices, they must comform somewhat 
to facts. But when they talk about prospects, they can say 
what they choose to say, or happen to believe, or fancy 
that they believe. It is not to be expected that merchants 
will impair the salable value of their wares, and dissuade 
■customers from purchasing them, by predicting a fall in 
future prices. But all the merchants reported in the Trib- 
une, who spoke of existing prices, as nearly all of them 
did, described them as having been on the decline down to 
the time of the interview. The only exception to this was 
one importer of dry goods. 

DRY GOODS. 

H. B. Clafiin & to. said : 

There was a small decline in prices compared with last 
year. 

At A. T. Stewart & Co.'s house, it was said : — 

Prices had evidently reached bottom, when good calicoes; 
could be purchased at retail for four to six cents a yard. 

GROCERIES. 

H. K. & F. B. Thurber & Co. said :— 

There was a general average decline in prices of grocer- 
ies this season of 17 per cent. 

F. H. Leggett & Co. said :— 

Prices are lower, but the increased volume of trade more 
than makes up for it. 

BOOTS AND SHOES. 

The treasurer of the Bay State Shoe and Leather Com- 
pany said : — 

Prices are lower this year than last, and while business is 
somewhat improved, the prospects are not brilliant. 

The head salesman of John E. Jacobs said : — 

He thought that the boot and shoe trade was in a very 
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unsatisfactory state. Prices were much lower, and there was 
very little if any improvement over last year. 
Nathaniel Fisher & Co. said : — 

The volume of trade is larger although there is an aver- 
age reduction of from 5 to 71-2 per cent, in prices. 
The East New York Boot and Shoe Company said : 
The prospects were not much better, if any. There was 
a slight increase in volume, but prices were lower. 

BOOKS. 

Harper & Brothers said : — 

Prices were lower, and new books were being brought out 
at still lower prices. The generally accepted fact that bot- 
tom prices had been reached, and that there was a turn for 
the better, was one of the best indications of returning 
prosperity. It would, however, be a matter of slow growth, 
and would hardly be perceptible this season in the book 
trade. 

Another gentleman, described as having had " an exten- 
sive experience in the book trade," said there "were few 
new books in press " and that " business is conducted on a 
very conservative basis." He said nothing about prices, but 
added the following observations : — 

Customers generally speak favorably of the prospects, 
though their experience of two years ago, when the trade 
opened with such glowing prospects and all broke down 
before October, has a tendency to undermine all confidence. 

CLOTHING. 

Devlin & Co. said : 

There is a slight decline in prices, more particularly in 
raw material, labor, &c. 

STATIONERY. 

The Berlin and Jones Envelope Company said : 
Prospects are not much improved. The volume of busi- 
ness is larger and prices are lower. There has been an av- 
erage reduction of prices of from 10 to 15 per cent, compared 
with last year. The great improvement in machinery and 
the reduction in the price of labor have made the difference, 
Another person, described as "a leading stationer," said 
nothing about prices, but "regarded the prospects as fair, 
though he did not think there would be any great increase 
of trade." 
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DRUGS. 

W. H. Schieffelin & Co. said: 

There was a slight reduction of prices over those of last 
year, but they did not thinlc the trade was much improved 
or the prospects particularly brighter. They thought bottom 
had been reached, however. 

HARDWARE AND IRON. 

The Russell & Erwin Manufacturing Company said : 

The market is not very active, except in screws, largely 
owing to the great fall in prices lately, reaching nearly 
33 i"3 per cent, in two weeks. 

Samuel Roosevelt was silent about prices, but "thought 
the prospects were fair." 

Another dealer (name not given) spoke first of the recent 
great trade-sale of screws as showing : 

That even in the present demoralized state of the market, 
it is possible to find a bottom price at which buyers will 
take large quantities of wholesale goods. He added : 

The iron market is in a very gloomy condition at present. 
There is probably no branch of industry that has suffered 
so extensively from the effects of hard times as the iron 
manufacturing interest. There is more iron being consumed 
now than has been the case for years past, and consequently 
the outlook for a revival of business is very promising. 
The nail trade, an important factor in the iron business, 
continues on a very unsatisfactory and unremunerative basis. 

FURNITURE. 

A person described as "a leading wholesale furniture 
dealer," had nothing to say about prices, but he described 
the trade as "exhibiting no particular change from the gen- 
eral dullness which has characterized it for some time past." 

The dry-goods importer already referred to, who spoke of 
prices and did not say that they had been falling, said that 
they were ^'■firmer" which can only mean that they had 
stopped falling. This was a proper and natural thing to be 
said by a merchant who had dry goods to sell. He would 
have been wiser not to have given as one of the reasons for 
their being "firmer" that "better prices were rultjig abroad." 
The accounts from Europe are uniform and decisive, that 
the struggle for gold is still forcing all prices downward. 
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The reports in the Evening Post, which are not so numer- 
ous, are as follows : 

DRY GOODS. 

One party said : " Prices were very low. The cost of 
production was cheaper than last year in some lines of 
goods, but was generally about the same." 

Another party said : " Prices had reached the lowest 
point in the history of commerce. They had apparently 
touched bottom." 

GROCERIES. 

The prices of groceries had declined more in the past 
year than in any previous year since t868. It is believed 
that they are now down to liard pan. 

BOOTS AND SHOES. 

The prices of staple goods ( such as brogans, heavy boots 
and women's heavy pegged shoes ) show a decline of from 
lo to 15 per cent, in the last year, while those of women's 
fine serge and morocco shoes exhibit no marked change. It 
is said the prices of staple goods are as low as those pre- 
vailing before the war, and that they can go no lower. 

Further proof can hardly be desired that there has been 
an acceleration of the fall in the gold prices of commodi- 
ties here and throughout the commercial world, simulta- 
neously with the lock-up of gold in the United States Treas- 
ury for the purpose of a gold resumption. Such a lock-up 
necessarily tended to produce the contemporaneous fall in 
prices, and if not the sole cause of the fall, must have 
seriously aggravated it. 

After this review of the fall in prices in this country 
within two years, we can better understand the following 
language used by the Secretary of the Treasury at Toledo, 
August 26, 1878. : — 

We accumulated readily during eight months of 1877, at 
the rate of $5,000,000 a month, with gold constantly declining 
in price. 

He, of course, did not mean to say that gold had declined 
in value, or purchasing power, inasmuch as the fall in the 
gold prices of commodities has been continuous, since his 
accumulations of gold began. He meant to say that the 
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price of gold in greenbacks, or as it is commonly expressed 
in this country, the premium on gold, had declined. That 
is true. The rise in the value, or purchasing power of gold, 
and the simultaneous approximaticm of the value of the 
greenback to the value of gold, both of which things are 
the fruits of the Secretary's policy, are the upper and nether 
millstones which have ground debtors and mortgagors to 
powder. The greenbacks have been raised nearly to the val- 
ue of gold, which has itself been rising in value at the same 
time. The result of both appreciations has been, according 
to the tables of the New York Public, that the same articles 
of merchandise which would have commanded in August, 
1876, $100,000 in greenbacks, would in August, 1878, com- 
mand only $81,000. The fall in real estate has been far 
greater, so that debtors who have been obliged to sell land 
to command greenbacks, have suffered far more from the 
Secretary's policy. 

The case is very simple in its facts. During 1876-7 the 
gold reserve of the Bank of England was high, averaging 
about twenty-eight millions sterling. One principal cause of 
that is said to have been the great supplies of gold re- 
ceived from Russia in 1876, when the government of that 
country is believed, for the purpose of upholding its for- 
eign credit, to have drawn heavily upon the gold reserves 
of the Imperial St. Petersburg Bank. Be the cause what it 
may have been, the Bank of England had an unusually 
large stock of gold in 1876-7. This stock had steadily de- 
clined afterwards, until it stood in the beginning of the 
summer of 1878 at about twenty-two millions sterling, with 
the outflow still continuing. During the summer, although 
somewhat too tardily according to the common opinion in 
London, the Bank of England resorted to the old and only 
known remedy of advancing its rate of interest, and in 
August had advanced it from two to five per cent. 

The cause of the pressure upon the European gold stocks, 
was not that the United States drew gold from Europe, 
which is impossible to be done upon any important scale, 
and always will be so, unless Europe becomes a gold-pro- 
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ducing continent, but the gold stock, like the stock of 
everything, dwindles unless it is constantly recruited. The 
consumption in England alone has been estimated at five 
millions sterling annually. That is the estimate of the 
London Economist, but is probably too high. The British 
custom-house coin and bullion returns from 1857, when 
they were first required to be made, to 1875, shown an 
annual average excess of gold imports over exports of 
^^4,392, 430 ($21,302,316), which indicates an average annual 
consumption of that sum. It was by cutting off supplies, 
and not by directly drawing upon existing stocks, that the 
United States has been and is now pressing the European 
gold markets. The United States Treasury in the single 
•operation of April, 1878, with the syndicate purchasers of 
four-and-a-half-per-cent. bonds, locked up $50,000,000 of gold. 

The London Economist of August 10, 1878, says : — 

What we have to look to in the immediate future is to 
arrest at the outset any renewal in the export of gold to the 
•continent or to America. This has, for the time at any 
rate, been accomplished by the advance in the value of 
money here. Any reappearance of gold exportation must, 
under present circumstances, be met by an instant rise in 
rates. 

The Frankferter Zeitung, quoted in the same number of the 
Economist, says : — 

If the general markets of the world settle into a current 
which would cause a still further rise in the exchange, the 
Imperial Bank of Germany would be obliged to take meas- 
ures against the threatening export of gold by increasing 
their rate of discount. 

The London letter (Aug. 17) of the New York Financial 
Chronicle says : 

As far as is known at present, some shipments of gold 
from New York and a small quantity from India only are 
advised, and, as it is the demand for gold which is chiefly 
causing the present upward movement in the value of mon- 
ey, there are many who believe that a higher rate of discount 
will become necessary. 

A London special dispatch, published at Paris, August 29, 
says : 
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The advance of the rate of discount by the Bank of Ger- 
many to 5 per cent., announced to-day, is regarded in finan- 
cial circles as another evidence of the grave disturbance in 
the monetary affairs of Europe which is to be apprehended 
in consequence of the complete cessation of the supply of 
gold from the United States, and the strong probability that 
the latter, in the future, will draw gold from Europe. The 
Bank of England has sought to check this outflow of gold 
by advancing its rate to 5. Germany now follows by an 
advance to 5, and a further advance by the Bank of England 
is predicted. The supply of gold, outside of the amount 
hitherto received from America, will not be sufficient to 
make up the annual wastage of the, precious metals by hand- 
ling and their consumption in the arts, and an era of dear 
and scarce money is apprehended. 

During the week ending September 4, the Bank of Eng- 
land, which had kept on for several weeks the pressure of a 
high rate of interest, gained ^^ 608,000, or $3,000,000. During 
the week ending September 3, the German Bank, which had 
not put that pressure on until the 29th of August, had not 
stopped the outflow which was fifteen million marks, or 
$3,750,000, being rather more than the Bank of England 
gained. From the 23d to the 31st of August, the German 
Bank had lost 13,964,000 marks. All of this is not to be 
added to the loss for the week , ending September 3, as the 
two periods lap over each other. But it deserves mention, 
as showing how urgent the necessity was for the German 
raising of interest August 29. 

During the week ending September 11, the Bank of Eng- 
land, with 5 per cent, as a minimum rate of interest, but 
said by London financial journals to be actually exacting 7 
on many advances, gained £^ 460,000, or $ 2,235,000. During 
the same week, the outflow from the German Bank was 
partially checked by the severe measures taken, and the loss 
was reduced to 7,600,000 marks, or $ 1,900,000. During the 
same week the Bank of France lost 16,800,000 francs, or 
$3,160,000, but what proportion of that was gold, does not 
appear. 

During the week ending September 18, the Bank of Eng- 
land gained ^416,000, or $2,017,600; the Bank of Germany 
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lost 3,800,000 marks, or $950,000; and the Bank of France 
gained 1,300,000 francs, or $244,400. 

The available gold is. a fixed and small quantity, and so 
much of it as any one of the half-dozen great banks in 
Europe may gain, some others must lose. The total gold 
in the national banks in the three principal specie-paying 
countries does not exceed $ 400,000,000. The Bank of Eng- 
land has $110,000,000; the Bank of France had, July 25, 
1878, 1,182,000 francs, or $222,216,000; and the Bank of 
Germany probably has not more than $70,000,000. On the 
31st of August, 1878, its total stock of specie, gold and sil- 
ver, was 498,866,000 marks, or $124,716,500, but the propor- 
tion of gold is a well-kept secret. In the summer of 1877, 
the common impression at Berlin was, that the gold did 
not exceed two-fifths of the whole, although it is doubtless 
more that now. 

In the presence of only $400,000,000 of gold, in all the 
three specie-paying banks in Europe which are competing 
for it, the significance of the gold lock-up in the United 
States becomes manifest. 

On the 31st of August, ,1878, the gold coin and bullion 
actually in the Treasury vaults was $134,458,036. The out- 
standing certificates of coin deposits at the same date were 
$18,931,460, of which the proportion of silver certificates is 
not stated. But from what is generally known, it may be 
concluded that the gold in hand on the 31st of August, of 
which the government was the owner, was $119,000,000. In 
addition, the Treasury had on the same day $60,348,569 of 
gold in the national-bank depositaries. 

Undoubtedly, the United States has at least an equal 
right with England and Germany, to use the product of its 
own gold mines to establish an exclusively gold currency. 

But the expediency of using this right depends upon 
the surrounding circumstances and the plain consequences. 
England has been on the gold standard since 1821. Ger- 
many commenced a gold coinage in 1872, and has been 
progressing in it ever since in order to reach a gold stand- 
ard. No other result than the ruinous one which has been 
6 
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witnessed, could have flowed from the additional pressure 
commenced in 1877 to be put upon the gold markets by the 
United States, under the policy of the present administra- 
tion. 

The recapitulation of the case is, that the resumption law 
of 1875 is a coin-resumption law by its terms. It was sup- 
posed to be a coin-resumption law in effect by the mass of 
those who voted for it, and who did not know that coin, by 
reason of an obscure prohibition of the coinage of silver 
money, meant onl)^ gold. 

The remedies for the case were a repeal of the resumption 
law, qr the restored coinage of silver money. Neither thing 
was possible without a two-thirds majority in each branch 
of Congress. The political situation does not admit of such 
majorities for a repeal of the resumption law in the present 
Congress, and so far it has not admitted of such majorities 
for the coinage of silver money, except under the severe re- 
strictions which were forced upon the law of February 28, 
1878, and which have been made more severe by the meth- 
ods of its administration. These restrictions have proved 
deplorably disastrous in their actual working, and it may 
reasonably be hoped that the present Congress will remove 
them. The judgment of more than the needed two-thirds of 
the House, and of a majority of the Senate, has always been 
against them. 

With silver restored to that legal equality of rights 
with gold which it always enjoyed in this country before 
1873-4, the pressure of the United States upon the gold 
markets of the world would be withdrawn ; the alarms in 
Europe, which necessarily accompany a contest between its 
great banks, would subside ; prices in Europe, where we 
sell so much and buy comparatively so little, would tend 
to rise ; and the end may be reached of a disastrous condi- 
tion of things, which makes the magnitude of our exports 
to that continent only a measure of the greatness of our 
sacrifices. It has been lamented, that we are obliged to re- 
purchase at par the national bonds which we sold at 50 per 
cent. That is only a part of the misfortune. We are re- 
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purchasing in commodities at little more than half of the 
prices current when the bonds were sold. A part of this 
loss may be attributed to the hard fortune of events, but it 
is in a large measure due to executive mal-administration. 



CHAPTER VIII. 

The urgent necessity of the free coinage of silver by the United 
States, further considered. 

The limitation of the law of February 28, 1878, is not 
upon the amount of silver to be coined, but upon the 
monthly rate at which the coinage shall progress. Aside 
therefore from such hope as the enemies of that law may 
have, that they can procure either its repeal, or some re- 
strictive modification of its provisions, it is only a question 
of time, and of no very long time, when all the effects, 
whatever they may be, of an unlimited coinage, are certain 
to be experienced. Hopes are sometimes cherished, when 
the foundation for them is exceedingly slight. The law of 
February 28, 1878, was carried by great majorities. To pass 
it, two-thirds of each branch of Congress were required to 
overcome the pledged veto of the President. To prevent its 
repeal, or restrictive modification, requires only one-half of 
either branch. Clearly, the present Congress will do neither 
thing, and the character of the next Congress is already 
sufficiently determined to render it reasonably certain that 
that body will do neither thing. 

Of the two methods of silver coinage, it is clear that an 
unlimited and therefore rapid coinage is more likely to re- 
store the old market valuation of the metals, than the feeble, 
piddling and procrastinating coinage under the law of Feb- 
ruary 28, 1878, and under the hostile administration of that 
law by the official now at the head of the Treasury and 
likely to remain so until the 4th of March, 1881. Merchants 
obliged to procure a given quantity of any article, or stock 
speculators obliged to procure a certain amount of shares, 
or bonds, buy as slowly and as much in driblets as possi- 
ble, to avoid raising the market. The present Treasury 
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method of buying and coining silver, is well calculated to 
keep its price down and ensure good bargains in it. In 
other words it is the precise method to maintain, or even 
increase, the existing disparity of the bullion values of gold 
and silver dollars, and therefore to ensure the expulsion of 
gold from actual use, when the silver coinage has proceeded 
far enough to supply of itself the metallic circulation of 
this country. [See Note.\ It is for the enemies of the law 
of February 28, 1878, who especially deprecate such an ex- 
pulsion of gold, to consider whether there is really any 
such ground for hoping a repeal, or restrictive modification 
of that law, as ought to induce them to hold on to a limi- 
tation of the coinage of silver, which tends inevitably to en- 
sure a result which they deplore, and which might possibly 
be avoided by a different method of coinage. 

But whatever policy may be decided upon by the enemies 
of the law of February 28, 1878, it is the duty of its friends 
to free it, as soon as they can, of a limitation which is ut- 
terly inconsistent with the theory upon which the double 
standard rests. That theory is, that the two metals shall be 
absolutely equal in their dignity, in their monetary func- 

NoTE. — By a singular coincidence, it has happened that immediately after the passage 
o£ the law of February 28, 1878, there was a sudden and great decline in the exports 
of Great Britain to the East, the great bullc of which are to India, which is impover- 
ished by famine, and which is this year obliged to repay some advances made last 
year on account of famine. 

The monthly exports of silver from Great Britain to India and China (including Hong' 
Kong), were ; 

I'^ 1877. In 1878. 

January $6,257,825 .... $3,674,205 

February 4,3S7i=So .... 8,151,885 

March 6,405,185 .... 2,859,675 

April t.... 6,231,105 .... 981,305 

May 7,497.000 .... 3,014,600 

J""^—, 7-"3S,42o .... 1,943,745 

J"'y 7,851,568 .... 3,050,418 

August 8,565,687 .... 660,575 

It is reported from San Francisco, that the silver export thence to Asia during the 
first nine months of 1878, has fallen to nine million dollars, as compared with fourteen 
millions during the same months in 1877, 

The Secretary of the Treasury might at least have sustained the silver market, and 
perhaps have raised it, if during this period of a light silver demand from the East, 
he had coined an amount equal to the production of our own silver mines. But if his 
purpose has been to depress the gold price of that metal, he has pursued the proper 
course to eflfect that object. 
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tions, and in their right of unlimited coinage, and that it is 
indifferent which, of them is in actual use. It recognizes no 
superiority of one metal over the other as money, [See Note\ 
and views, not only without regret, but with satisfaction, 
the clearly inevitable fact, that under the untrammeled oper- 
ation of the double standard, the metal dearer for the time 
being will flow out, and the metal cheaper for the time be- 
ing will flow in. It involves no such absurdly impossible ex- 
pectations, as that the metal markets will remain always 
and absolutely steady, so that when the bullion values of 
gold and silver coins are once accurately adjusted, their 
parity will remain forever undisturbed. It attaches no im- 
portance to the simultaneous circulation of the two rtietals. 
Being equally well content with either as money^ upon a 
general view of the qualities which fit them for that use, it 
sees no occasion for alarm, because only one is in circula- 
tion at any particular time. It rejects the idea that money 
becomes better in proportion as it becomes more valuable, 
it being entirely plain that dear money can mean nothing 
else than low prices, falling wages, debts growing heavier 
and credit liens upon property more devouring. In fine, it 
recognizes in the long history of the two precious metals, 
not an absolutely uniform, but a greatly preponderating ten- 
dency, to become deficient and scarce in relation to other 
things, and sees therefore the plainest justice and the most 
obvious expediency, in continuing to debtors their immemo- 
rial right to pay always in that one of the two which is the 
most abundant and available for the time being. 

What the actual effect of the double standard may be, is 
a question which it is the right of everybody to discuss, but 
it is for its supporters to say what its intended effect is. It 
is abundantly shown that they have never treated the sim- 
ultaneous circulation of the two metals as either certain to 
be secured by their system, or as at all essential to its suc- 

NoTK. ^The superiority which silver formerly had, irom its being indispensable in 

coins of small value, has been lost since the established success of a subsidiary silver 
coinage, diminished in value by a diminution of weight, or an increase of alloy. It is 
now practicable to conduct business with no other full legal-tender money in actual 
use than gold, as it always was and still is to use no other money than silver. 
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cessful working in practice. In this country, after the Bank 
of England drained the world of gold in 1821 and down to 
1834, gold went out of use entirely, but with the exception 
of a feeble Treasury recommendation in 1830, which re- 
ceived absolutely no support in Congress, no proposition 
was made to abandon the double standard. The reversed 
fact, of a disappearance of silver, occurred after 1850, but 
Congress took no other action upon it than to secure the 
use of that metal in the smaller channels of circulation by 
the expedient of an under-weighted subsidiary coinage. 

The history of France has been similar. [See JVote.'] From 
182 1 to 1848, gold disappeared wholly from use there. Sub- 
sequently silver disappeared, not so completely, but suffi- 
ciently to compel a resort to a subsidiary coinage of it. 
Nobody in France proposed before 1848 to abandon the 
double standard, because all the gold was exported, or for 
any other reason. In recent years the proposition has been 
rtiade to abandon it, not because the proportion of silver 
in use had diminished, but because of an alleged danger 
that the mass of the two metals was being so increased as 
to injure the creditor and income classes. The simultan- 
eous use of both metals has been a frequent fact under the 

Note.— From 1795 to 1850 the French coinage was of gold 172,752,000 francs, and of 
silver 4,204,366,000 francs. After 1850 the proportions were completely reversed, and 
were from 1850 to 1876 of gold 8,074,900,000 francs, and of silver 1,046,112,000 francs. 
Between 1830 and 1849, the French exported more gold than they imported by the 
sum Of 28,600,000 francs, but between 1850 and 1876 they imported more gold than 
they exported by the sum of 5,113,500,000 francs. Between 1830 and 1849 they imported 
more silver than they exported by the sum of 2,156,300,000 francs, but between 1850 and 
1876 they exported more silver than they imported by the sum of 507,500,000 francs. 
From 1856 to 1867 there was not a single full tender silver com struck at the French 
mints, although they were open to anybody who chose to deposit silver to be coined. 
In a memorial to Congress, dated January 26. 1878, by committees of the New York 
Philadelphia, Boston and Baltimore banks, the following statement is made in respect 
to the above described change in the French coinage ■ 

The change involved a vast outlay and the most careful and competent manaeement 
through a series of years, that the displacement of one currency by another should 
involve the least possible amount of disturbance and .loss. 

There was no outlay about it at all, and no n)Qnagement whatever, careful or other- 
wise. It resulted naturally and without the intermeddling of anybody from the benefi- 
cent operation of the double standard. There was no loss or disturbance, as there 
never can be from a change of currency under that standard. On the contrary, France 
reaped not only direct profits, but the still greater advantage of having always for its 
principal currency that metal which was the most abundant and available for the time 
being. 
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operation of the double standard, and it is possible to con- 
ceive of its being made a constant fact by international ar- 
rangements to that end. But in the past history of the 
case, and in the absence of such arrangements, the actual 
use of only one of the metals, arising from their market 
fluctuations, has been one of the most familiarly known oc- 
casional results of the double standard, and has always been 
insisted upon by its supporters as one of its capital recom- 
mendations, because it ensures the use of the more abund- 
ant and therefore better money, and tends to lessen the 
dearness of the dearer money by furnishing it to the mar- 
kets of the world. 

The restoration of silver in this country was demanded 
upon no other intelligent ground, than that the adoption of 
a gold standard by the United States under any circum- 
stances, and especially in the presence of the movement of 
Germany in the same direction, would enhance the value of 
gold and necessarily depress prices in the commercial 
world, including our own. The law of February 28, 1878, 
does not avert that calamity. The limitations of the silver 
coinage forced upon it by the impossibility of otherwise se- 
curing the needed two-thirds majority in the Senate, doles 
out a relief as yet inappreciable, and which will not become 
effective for a considerable period. What the emergency 
called for was immediate and decisive relief, which the law 
of February 28, 1878, does not give. The accumulation of 
gold in the National Treasury for the purpose of what is 
substantially a gold resumption, has proceeded relentlessly. 
The commercial world is to-day writhing in the very acme 
of the crisis, foreseen and predicted as the consequence of 
the gold policy fastened upon this country by the legisla- 
tion of t873-4 and the resumption law of 1875. It must be 
impossible to delude the prostrated commerce and industries 
of the world, with incomprehensible promises of relief from 
month to month and year to year, reported only to be fal- 
sified, because founded on no good reason. Relief will 
never come, except by removing the real cause of the mis- 
chief. The dead-lock in gold must be broken. The United 
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States has been disastrously efficient in contributing to that 
dead-lock, and can therefore aid efficiently in breaking it. 
Its financial policy for the past five years must be instantly 
and completely reversed. The old, well-tried and constitu- 
tional policy of the double standard, of which the unlimited 
coinage of both metals is an essential feature, must be re- 
stored, and the freest and fullest play given to its beneficial 
operation. If it transfers every dollar of our .gold to 
Europe, that will only prove that it will be more useful to 
us there than at home. Europe is the principal receiver of 
our exports, and especially of our agricultural staples, and 
we are profoundly interested to sustain European prices, 
which have been falling since 1873, and now seem to be 
threatened with an almost total collapse. If our metallic 
currency becomes exclusively silver, that will only prove 
that that metal is more abundant and more available than 
gold, and therefore more desirable as our actual metallic 
standard. 

Those who think that relief is at hand, because they 
think that prices have sunk to the bottom and can sink no 
lower, deceive themselves by forms of words apparently 
meaning something, but really meaning nothing. The New 
York merchants, reported in the preceding chapter, who 
talked about reaching solid bottom, sometimes called "bed 
rock " and " hard pan " in prices, adopt without reflection 
the modern absurdity, that there is a fixed normal range, to 
which prices always tend to return, and at which they are 
reliable. At every particular time the actual range of prices 
is normal, because it is and must be governed at every par- 
ticular time by the volume of money and the other circum- 
stances which necessarily govern price. A range of prices, 
normal at one time, may, or may not be normal at another, 
and comparing different times, widely different ranges of 
prices may be equally normal. Wheat in Great Britain at 
twenty cents per bushel before the discovery of the mines 
of the New World, was at a price no more normal and no 
more on solid bottom, than wheat now in the same place at 
two dollars per bushel. By what methods is it, that these 
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New York merchants liave discovered what is the normal 
and solid bottom range of prices, with the United States 
joining Western Europe in establishing a single gold stand- 
ard ? That is something altogether new, and how is it to be 
told without a trial what the normal and bottom range of 
prices is to be under that new condition, and until that is 
known, how can it be known that that range is reached ? 

By a singular perversity of logic, the existing fact of a, 
very considerable difference in the bullion value of gold and 
silver dollars, is said to be a special objection to an actual 
standard of silver. The truth plainly is, that the greater 
this difference in bullion values becomes under the circum- 
stances of the present case, the more urgent is the duty, 
whether justice or expediency is regarded, to go to the me- 
tallic standard of silver. The rise in the intrinsic value of 
gold within five years, as measured by the general range of 
prices, is twice as great as the existing difference in the bul- 
lion values of gold and silver dollars. It is thus true that 
when the silver dollar sinks to its bullion value, it will still 
be in point of justice an over-payment of the debts of J;his 
country, public and private, amounting to thousands of mil- 
lions of dollars. The greater the difference between the bul- 
lion value of the silver dollar and the gold standard, the 
greater the wrong and the greater the injury to productive 
enterprises and to labor, of keeping the value of the silver 
dollar up to the gold standard, by limiting its coinage, by 
adding to its weight, or by any other contrivance. 

It is among the extreme possibilities, that the political and 
banking influences which dominate Western Europe might 
by some violent act, such as suddenly throwing on the mar- 
kets the entire mass of French silver, and thus creating a 
sudden and enormous new demand for gold to take the 
place of silver in the French circulation, temporarily carry 
np the value of gold to such a height, that the bullion in a 
gold dollar might be worth twice as much as the bullion in 
a silver dollar. In such a case as that, it would hardly be 
claimed that the United States should in any way artificially 
continue to keep its silver up to the gold standard, and 
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thereby raise the national debt from two thousand to four 
thousand millions, and all other debts in this country in the 
same proportion. But that extreme supposed case would 
not differ in principle from the existing fact, that the bul- 
lion in a gold dollar is at a premium of twelve per cent., 
as compared with the bullion in a silver dollar. It well il- 
lustrates the proposition, that the greater the premium on 
the bullion value of gold, when that premium arises as the 
present premium does, from a rise in the intrinsic value of 
gold, the more enormous the wrong and injury of vitiating, 
corrupting and falsifying the metallic standard, by either 
carrying it up to, or maintaining it at, a parity with gold. 
The silver coinage limitation of the law of February 28, 
1878, inflicts precisely that wrong and injury upon the 
country, and will continue to inflict them for a long time 
yet, if it cannot be repealed, and with the added conse- 
quence after resumption on the ist of January, 1879, of also 
carrying the paper currency up to the same vitiated, cor- 
rupted and falsified standard. 

The Secretary of the Treasury so little understands the 
effects of the fatal coinage limitation of the law of February 
28, 1878, and of his method of administering that law, that 
he actually congratulated himself upon them in a speech, 
August 26, 1878, at Toledo. It cannot be supposed that he 
really intended on that occasion to taunt the debtors and 
tax-payers of the country, with the fact that the dollars in 
which they must pay have been raised in value nearly to 
the gold standard, so as to be obtainable only by greater 
sacrifices of labor and property. But he certainly stated the 
fact of the appreciation of money nearly to that standard, 
as if it was a thing to be rejoiced over, when it is plainly 
injurious to everybody except the income and creditor classes. 
His language was : — 

Your greenbacks will now buy within one-half of one per 
cent, as much provisions, clothing and other things, as the 
best gold coin ever issued from the mint. 

To have completed the statement of the case, he should 
have added, that by the same stroke, all the mortgages and 
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all the debts in this country, public and private, have been 
raised to a value ^^ within one-half of one per cent." of the val- 
ue of '■'the best gold coin ever issued from the mint," and that 
after January i, 1879, even this '■'■one-half of one per cent." 
mitigation of the burden of indebtedness is to disappear. 

Reiterating in the same speech his continued adherence to 
a gold standard, the Secretary said : — 

The silver in the new silver dollar is worth less than the 
gold, or even the paper dollar, and if issued without limit, 
will surely depreciate below the gold dollar, and will become 
the single standard of value. . . But gold is also an in- 
dispensable standard of value. ... I am utterly opposed 
to any measure that will deprive us of the use of either 
coin, circulating side by side, of equal purchasing power, at 
par with each other. 

As a citizen, the Secretary is entitled to his own opinion 
as to the financial policy most ^advantageous for this coun- 
try, but as an executive officer, it is of doubtful decorum 
for him to declare himself " utterly opposed " to a policy 
which the law-making power has most deliberately adopted. 
The Secretary did his whole duty to his own convictions, 
when he advised the President to veto the law, which was 
passed notwithstanding on the 28th day of February, 1878. 
He thinks that gold is "a« indispensable standard of value. "^ 
Congress thinks otherwise, and has established the optional 
standard of gold or silver, under which gold will pass out 
of use, if it continues to be dearer than silver. He thinks 
that a limit should be imposed upon the number of silver 
dollars to be coined, so tlfat they may be kept as dear and 
valuable as gold, no matter how dear and valuable gold 
may be made by the policy of foreign nations which we 
cannot control. Congress thinks otherwise, and neither has, 
nor will, impose any limit upon the number of silver dol- 
lars to be coined. 

The appreciation of the value of money, which means a 
lowering of the prices of property and of the wages of la- 
bor, and an increase of the burden of taxes and debts, is 
always an evil, even if it is sometimes the best choice of 
two evils. But there can be no excuse for now appreciat- 
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ing the value of the money of this country to that of gold. 
Its metallic standard was always, until 1873, the optional 
one of gold or silver, and no Congress ever has, or ever 
will, knowingly establish any other. The present Congress 
has provided for a return to the old standard, by a measure 
certain to be effective at last, but delayed in its operation 
by a provision to which it was reluctantly compelled to 
submit by the veto power of the President. If gold was the 
lawful standard of this country, permanently established as 
such, it might be said that the necessary sacrifice of raising 
other moneys to a parity with it, could as well be endured 
at one time as at another. But to make these sacrifices, by 
raising the value of money to a standard which the country 
has repudiated and condemned, and the ultimate overthrow 
of which is irreversibly settled by law, has no rational ob- 
ject, and is the mere wantonness of folly. 

In some quarters it is treated as a proper point of 
patriotic pride to have American money as good, in the 
sense of being as valuable, as that of the oldest and 
wealthiest nations on the other side of the Atlantic, and to 
keep even pace with them, no matter to what height it may 
suit the policy of their governing classes to advance the 
value of the medium in which debts are paid. Two ideas 
seem to be involved : First, that the dearer money is, the 
better it is; and. Second, that at any rate we must not allow 
foreigners to attain any superiority over us in the value 
of money. It was the first idea which Mr. Sherman ex- 
pressed at Toledo. It was the second idea which recently 
induced the State Committee of one i of the great political 
parties in an important State, to insist that all our money, 
paper and coin, "should be equal to the best money in the world.'' 

If money is considered merely as a measure of -current 
exchanges, it can be of no consequence what its value, or 
purchasing power, is. If its value is doubled, it takes twice 
as much of any given commodity to obtain it, but it is 
worth twice as much after it is obtained. The Frenchman, 
with the franc as his money unit, is at no disadvantage with 
the Englishman whose unit is the pound, except that it takes 
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more figures to express the same amount. There is no more 
reason for giving to our money a particular degree of clear- 
ness, so as to equal its dearness in some other part of the 
world, than there would be in increasing our measures of 
length, weight or capacity, in order to put us on an equali- 
ty with those nations in which such measures are the largest. 
The Norwegian mile is no better than an English mile, be- 
cause it is a good deal longer, nor is the French meter any 
better than the English yard, because it is somewhat longer. 
A dollar of one value is as good, as a measure of current 
exchanges, as a dollar of another value, just as a pound troy 
is as good a weight as a pound avoirdupois. 

But when money is considered in its most important as- 
pect, as a measure of past contracts, or in other words, of 
all forms of public and private indebtedness, the question of 
its greater or less degree of dearness, affects more profound- 
ly than any other all the interests of the country. Among 
the considerations which should properly determine the most 
just and expedient measure of its dearness, that of the dear- 
ness which foreign nations may choose to give to it has no 
place. The best dollar for the United States is the one 
which best conforms to the dollar of past contracts, so that 
those contracts may be performed with no more and no less 
of the commodities, or labor of the debtor parties, than were 
signified by dollars when the contracts were entered into. 
Cases may be conceived of, where it would be just and ex- 
pedient to add to the dearness of the dollar, but there can 
be no general rule, under which a dollar is always made 
better in proportion as it is made dearer. In the present 
condition of prices and wages, it is altogether clear that 
money is for debtors most ruinously and iinjustly too dear 
already, and that whatever makes it more valuable makes it 
a worse dollar, because it makes prices and wages still 
lower, and calls for still greater sacrifices of property and 
labor to discharge old obligations, to clear off old mort- 
gages and to pay taxes, the proceeds of no inconsiderable 
iart of which are pledged to meet old public debts. The 
desire to have our money so enhanced in value as to '^ be 
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equal to the best money in 'the world" may spring from laud- 
able impulses of patriotic pride, but it can only be enter- 
tained by overlooking the fact, that we cannot have '^ the best 
money in the world," without having the lowest prices and 
the lowest wages which can be found anywhere on the face 
of the globe. The " best money" in the sense in which that 
expression is used by those who prefer of all standards the 
gold standard, means the most valuable or the dearest 
money, and that signifies the cheapest prices and the lowest 
wages, and the greatest and most unjust sacrifices of the 
property of those who become entangled in contracts to pay 
money, before it is made "equal to the best money in the world." 



CHAPTER IX. 

Importance of the free coinage of silver to the producers of export- 
able agriculttfl-al staples. 

It is specially objected to the free coinage of silver, that 
by making silver our standard and current money of coin 
payment and account, to the exclusion of gold, as it unde- 
niably will at the present market relation of the two metals, 
it will injure the producers of the great agricultural staples, 
cotton, tobacco, wheat, beef, pork, etc., large portions of 
which are exported to Europe, and the prices of the whole 
of which, whether exported or not exported, are said to be 
fixed in those markets of Europe in which gold ' is the 
standard. These large and influential classes, who produce 
commodities sold for gold, or the money rating of which 
is fixed by the prices of foreign gold-valuation countries, 
are said to be entitled to a gold currency at home, so that 
they may buy, as well as sell, at gold prices. 

Such of the producers of wheat and cotton in the United 
States as' have mortgages on their farms and plantations, or 
owe other debts, and all of them to the extent that they 
have taxes to pay, have reason to desire that the pound 
sterling, in which the Liverpool prices of cotton and wheat 
are made, should be convertible into the greatest possible 
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number of current dollars in which mortgages, debts, and 
taxes can be lawfully paid. 

This is equally true, whether the producers do themselves 
dispose of their own cotton and wheat in Liverpool for 
pounds sterling, or whether, as is almost universally the 
case, they dispose of their crops' to merchants in this coun- 
try, and for dollars. In the first case, the producers do 
their own exchanging of pounds sterling into dollars. In 
the last case, they receive a price ascertained by the Liver- 
pool pound sterling price and the current rate of exchang- 
ing pounds sterling for dollars. 

At the present time the value of the pound sterling at 
Liverpool has been carried up to such an extraordinary- 
pitch by various circumstances, one of which has been a 
conspired tampering with the ancient metallic moneys of the 
world, that prices in Liverpool of cotton, wheat and agri- 
cultural staples in general are extraordinarily low. 

If now, by fettering the coinage of silver, the value of 
that metal in the coined and money form of the dollar can 
be kept up to the extreme height to which the value of gold 
has been carried, the producers of wheat and cotton in this 
country, must exchange them for silver dollars, at 'the same 
extremely low prices at which they are now exchanged for 
gold. But with the coinage of the silver dollar free, its 
present unjust and artificial value would decline, so that a 
pound sterling could be converted, not into four and eighty- 
seven one-hundreths silver dollars as at present, but into 
( perhaps ) five and a half silver dollars. This would not be 
in any proper sense a depreciation of the silver dollar, but 
only a mere rectification of unjust and unwise- legislation 
which ties it to gold, and compels it to follow gold in a 
disastrous course of appreciation, the ultimate limit of which 
it is not possible to foresee. It is said that the free coinage 
of silver would throw this country into the limbo of silver 
States. On the contrary, it would rescue it from the limbo 
of the gold States, which are now writhing under the great- 
est of calamities, an appreciating money, with its inevitable 
consequences of falling wages, falling prices and arrest of 
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industrial progress. During the current year silver has fallen 
relatively to gold, but decisively less than the general range 
of commodities have fallen in prices in gold, thus demon- 
strating that the value, or purchasing power of silver itself, 
instead of declining, has risen. 

In addition to their reasons, from an interested point of 
view, for desiring that the gold pound sterling should be 
convertible into 5 1-2, rather than into 4 87-100 silver dollars, 
the American producers of the great agricultural staples 
which are sold in England, have the best of reasons for 
desiring that given quantities of everything disposed of 
there should command the largest possible number of sov- 
ereigns or pounds sterling. They can readily see that the 
more abundant gold is in England, the more pounds ster- 
ling will be paid there for the same quantities of cotton, 
wheat, pork, and tobacco. They can readily see how it is, 
that whatever cramps the gold market in England must 
lower the gold prices of American agricultural staples. 
And they now see in current market reports, a complete 
confirmation of one of the reasons which induced them to 
oppose so unanimously the establishment of a gold stand- 
ard in this country. A gold standard requires gold, and as 
there is no other world than the one we live in to draw 
gold from, the more there is in monetary use here, the less 
there will be somewhere else. And as they have seen, the 
commencement in May, 1877, of an accumulation of gold in 
the U. S. Treasury, was the signal for a renewed fall in the 
prices of agricultural staples in England and other foreign 
countries on the gold standard. 

All that is said about international money is based upon 
an entire misconception of money, which means nothing 
else than legal tender, and is therefore necessarily local, 
since the laws of no country can have any extra-territorial 
operation. But there is such a thing as an inter-national 
range of commercial prices, because inter-national trade 
tends constantly to assimilate the prices of all places 
reached by commerce. 

Some leading journals in this country which support a 
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gold standard, or have heretofore done so, begin to see that 
the United States gains by high prices, and loses by low 
prices in England. Thus the N. Y. Tribune, of October ig, 
says : — 

The week has been marked by great depression in the 
markets for the products of the soil. Cotton and grain have 
sold lower than at any time since the years before 1861, and 
at prices which yield to the western farmer only about fifty 
to fifty-five cents for a bushel of wheat. The embarrass- 
ments of the best customer for our products must of neces- 
sity react upon us. Not only will exports to Great Britain 
be reduced, but her necessities will make her competition 
for the sale of manufactured articles in the other markets 
of the world, still greater than it heretofore has been. 

The Tribune avoids any hint at the cause of the existing 
"embarrassments" of our '■'■best customer,'' but the New York 
Financial Chronicle of the same date does not hesitate to at- 
tribute them to the pending struggle for gold. 

After giving tables showing British imports and exports 
of gold and silver for several years, the Chronicle says : — 

These tables sTiow that the present troubles abroad are 
aggravated by the struggle for gold, as distinguished from 
silver, for banking reserves, and this suggests the question, 
whether Europe has not made a grave mistake in its at- 
tempt (by no means yet proven to be permanently success- 
ful ) to abandon the use of silver. 

As to the probable influence upon this country, it is idle 
to affect indifference. The natural tendency of such a dis- 
turbance must be to raise our imports by lowering the 
prices of goods, and to diminish our exports. 

The truth is, that the struggle for gold, so ruinous to 
producers everywhere, is even more the fault of the United 
States than it is of Germany and the Scandinavian States, 
which have gone to a gold standard since 1871. The respon- 
sibility of nations for the gold standard is in the inverse 
order of the times when they enter upon that ill-starred 
policy. The mischief of the English gold policy of 1816-21 
was slight. That of the policy of Germany and the Scandi- 
navian States was much greater, because England was in 
1871 already employing all the gold which the world could 
spare for the special use 'of any one nation, But what is 
7 
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to be said of the gold policy of the United States in 1873-4, 
after Germany and the Scandinavian States were already 
menacing the gold markets with an intolerable pressure? 
And what is to be said of the policy of the United States 
in 1878, in still holding enormous masses of gold in its 
treasury vaults, aijd refusing to coin silver at any more 
rapid rate than two millions per month, when the agricul- 
tural staples of thirty States of the Union are tumbling 
day by day, and when relief, to be of , any use to innumer- 
able farmers and planters, who have crops to dispose of, 
must be instant, as well as efficient ? 

The free coinage of silver, as a measure of relief from a 
value unnaturally given to gold, or in other words, from 
an abnormal depression of the prices of agricultural staples 
as measured in pounds sterling, keeps entirely within what 
the condition of things justly calls for, and is in exact ac- 
cordance with old and well established principles. The de- 
mand is not for the creation of a new dollar, of which ten, 
twenty, or even a greater number should only be the market 
equivalent of a pound sterling, whereby prices as measured 
in dollars would be raised to an extravagant height. The 
demand is only the just and moderate one, that the double 
standard should be left to work out freely its normal 
result, the creation of a silver dollar preserving the exact 
weight of pure metal which it has had since 1792, and with 
such a relation of value to the pound sterling as will in 
some measure protect the agriculturists of this country 
from the losses thrown upon them by the rise in the pur- 
chasing power of gold. 



CHAPTER X. 

The European situation. The international monetary conference of 

August, 1878. 
The conference at Paris had no other result than the 
adoption without dissent of a resolution, declaring in general 
terms that the interests of the world require that the posi- 
tion of silver, as one of the two metallic moneys, should be 
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maintained. All accounts agree that the tone of the confer- 
ence was in that particular materially different from the tone 
of the Paris conference of 1867. The events of the eleven 
years intervening between the two dates, have certainly been 
of a character to impair confidence in the project of a uni- 
versal single standard of gold. The production of that 
metal is one-third less than it was during the five years of 
its greatest yield, ending with 1856, and twelve per cent, less 
than it was in 1867, and shows no signs of increasing again. 
In the meantime, the requirements for metallic money are 
constantly advancing, and in a year like 1878 of a general 
and marked fall in prices, the project of a universal aban- 
donment of the monetary use of either gold or silver, would 
naturally excite more resistance than in 1867. And there 
was still another and perhaps quite as important a circum- 
stance, in which the last conference differed from the first- 

In 1867, the weight of the United States was thrown on 
the side of a gold standard, by its delegate, Mr. Ruggles, 
and still more by the presence in Paris and active co-opera- 
tion of the then chairman of the Finance Committee of the 
United States Senate, Mr. Sherman. In 1878, the weight of 
the United States was thrown on the side of the double 
standard, by a thoroughly informed and able commission, 
which faithfully represented the national will as expressed 
in the law of February 28, 1878. 

But the recent conference adopted no plan of the free 
coinage of silver by an international arrangement, and upon 
any agreed relation of value to gold, and the probability of 
such an arrangment in the future with the nations of 
Europe is quite as obscure as it was before the conference 
assembled. {^See NoteT^ 

The nation in Europe whose action is far more important 
than any other, is France. It is one of the principal com- 
mercial nations, is specie-paying, and has a much larger 
metallic circulation than any country in the world. The 

Note. — It is not improbable tliat the next international monetary conference may be 
held at San Francisco, which would be a convenient point for assembling representatives 
from Mexico, the Central American States, the silver-producing States of South America, 
and Asia. 
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French Minister of Finance, M. Leon Say, who is a sincere 
and steady supporter of the double standard, said in the 
conference that France intended to adhere to that standard, 
but could not resume the free coinage of silver until Ger- 
many had completed its silver sales. As the silver of Ger- 
many still to be disposed of is not estimated at more than 
$75,000,000, and will probably be reduced by the use of a 
portion of it in an increase of the German subsidiary coin- 
age, it is difficult to believe that the French mints would 
be kept closed to silver on account of it. If France took 
the entire $ 75,000,000 in exchange for gold, it would onlj' 
draw from France $ 65,000,000 or $ 70,000,000 of that metal, 
which is about one-eighth of the French stock. Some allow- 
ance ought to be made, undoubtedly, for the natural repug- 
nance of Frenchmen to do anything, however harmless, or 
even useful to themselves, which would facilitate any Ger- 
man operation whatever. But, after all, it would seem that 
the real cause for the temporizing attitude of M. Say must 
be looked for in some other circumstance than the compara- 
tively trivial one, to the suggestion of which he felt con- 
strained to confine himself. No fact is known at this dis- 
tance, which can be this real cause, unless it is the existence 
of a gold-standard party in Paris, which is still strenuous 
and active. The concentration of banking and moneyed 
wealth at the French capital, has become in recent times 
second onl)' and very little inferior to what is found in 
London itself It would be irresistible if it was united in 
favor of gold. But there is no such unity. The Bank of 
France and the present French Baron Rothschild, at any 
rate, are unyielding in their adherence to the double stand- 
ard. 

Nothing is more likely than that the French policy on 
this question may continue a temporizing and expectant 
policy for several and even many years. Any immediate 
possibility of a gold standard for France was lost, when 
Germany got the first possession of that ground, by taking 
advantage of an extraordinary success in war and of an 
enormous fine levied upon a conquered enemy, to decree a 
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gold standard in 1871. The French silver coins, amounting, 
as M. Say estimated in August, to $469,000,000, cannot be 
demonetized, because the gold can nowhere be found to sup- 
ply their place, and because France cannot submit to a 
shrinkage of two-fifths, or more nearly perhaps one-half of 
her metallic circulation. Undoubtedly there is room for the 
extension in that country of the use of checks and clearing 
houses, and of the practice of making deposits in banks, by 
which it could part with a good deal of coin without redu- 
cing prices, but changes of that kind in national habits are 
not rapid. 

But if France cannot demonetize its silver ceins, it can 
for an indefinite period refuse to strike any- more. That 
policy, so far as it affects others, makes no demand on the 
markets of the world for gold, and tends to sustain the 
value of silver relatively to gold, to the extent, which is 
large, of the employment which it gives to silver in the 
French circulation. 

In the specie-paying part of Europe, which is about one- 
half of it, the only debatable ground besides France, so far 
as this question is concerned, is Holland and Belgium. The 
gold-standard party is said to be rather gaining in both of 
them. 

The influences which really control the actions of the gov- 
ernments of Europe, are hopelessly obscure at this distance 
from it. The information to be derived about it from news- 
papers and books is of doubtful value, and often absolutely 
misleading. There would be some basis for forecasting the 
policy of those governments, if it always conformed to the 
interests of the governed, which is by no means the case. 

But this much is certainly true of the specie-paying half 
of Europe, that the gold party has actually controlled the 
legislation of England, Germany, and the Scandinavian 
States, and is strong and active in the remaining States, 
although its final success jn France, the most important of 
them, must at any rate be a very remote event. 

On that view of the European situation, the interest of the 
United States becomes so plain that he who runs may read. 



The double standard established by the wisdom of the fathers, 
will have demonstrated its adaptation to all emergencies, if 
we will only give it free play in the present most exigent 
emergency. It will give us practically, so far as the coin 
portion of our currency is concerned, an absolutely exclu- 
sive silver currency, and thus save property and industry 
from the ruin inflicted upon them by the enormous enhance- 
ment of the value of gold which has resulted from European 
policies, and from the surreptitious and now repudiated 
American legislation of 1873-4. Theoretical and abstract 
discussions upon comparatively unimportant aspects of the 
question of the standards, become an unendurable imperti- 
nence, in presence of the plain fact that to attempt to make 
the small existing quantity of gold the sole metallic cur- 
rency at one and the same time of Europe and the United 
States, must be fatal to labor and to every form of human 
possessions, excepting only money. The fanciful, or at 
best, trivial advantage of a concurrent circulation of the 
metals, weighs for nothing in the present circumstances, 
when it is only possible upon the condition that silver is 
forced up artificially, by a limitation of its coinage, to a 
ruinously high value which has been artificially given to 
gold. 

The time has come for America to estimate its position, 
not according to old and traditional opinions, but according 
to facts which exist, or are so near that thc)^ can be seen 
and anticipated. Europe was the source, but it is now by 
no means the exclusive seat of modern civilization. In fact 
if we leave out of view those portions of it wliich would 
be commonly regarded in England and France as only 
semi-civilized, we should have left an area far less than that 
portion of the United States in which the arts are quite as 
much advanced and diffused, and the general standard of 
civilization is quite as high, as in the best developed and 
most cultivated regions of Europe. Our population and 
wealth are less, but how much longer will they remain so ? 

Nobody in America underrates the inestimable legacy of 
law, literature and science, which the New World has received 
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from the Old, but we have inherited nothing from the pies- 
ent inhabitants of Europe. We have inherited what is 
priceless and beyond computation, jointly with them and 
from the same ancestors. We are neither their children, nor 
their younger brothers, but of the same generation, and as 
near as they to the sources of the common stock. It is not 
our merit, but our good fortune, that we possess a continent 
which is wider, and incomparably more abounding in the 
elements of natural wealth. If it is really necessary that the 
commerce of the world should be subject to any domination, 
it is quite apparent that the geographically natural seat of 
this domination is not Europe, but America which fronts 
both the great oceans. 

While the situation does not justify an American opposi- 
tion to a new system of metallic money, merely because it 
originated in Europe, it does justify the inquiries whether 
it did not originate in interests peculiar to Europe, and 
whether it is in harmony with our peculiar interests. We 
are already the largest producers of silver in the world, and 
we possess it in our mountains, awaiting the hand of labor 
to an extent which is beyond estimation. Europe produces 
substantially none. Our most natural and promising rela- 
tions of commerce are with those nations which use silver, 
or both use and produce it. Of the total exports of our 
next neighbor on the South, silver is fully three-fourths. It 
is quite plain that if the United States is a better market 
for silver than Europe, it will have by so much an advan- 
tage over Europe in trade with countries in which that 
metal is largely mined. And it is also plain, in respect to 
countries which use silver but do not produce it, that, inas- 
much as they are nearly all of them what are called non- 
commercial countries, it will be an advantage for the United 
States to have silver always in ample stock, for the pur- 
poses of trade with them, and that is only possible upon 
the condition that the United States retains silver in its 
monetary circulation. 

The opinion is held by many persons in Europe, that even 
as between commercial nations, a difference in the material 
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of their money metals is an obstruction to trade. M. Cer- 
nuschi crossed the ocean to persuade us of the soundness of 
that view, and that if the money of Europe was to be gold, 
we could not without grievous injury adopt silver, or adopt 
the double standard, which, at the present market relation 
of the metals, would plainly cause our actual metallic money 
to consist of silver. America does not at all accept this new 
doctrine, or believe that it has any merit whatever. But if 
it is sound doctrine, it is a two-edged sword. It can be no 
more true, that America must abandon silver because Europe 
chooses to use gold, than that Europe must abandon gold 
because America chooses to use silver. The trade between 
the two continents is quite as important to Europe as it is 
to America, and if it was abandoned altogether, it is not 
America which would be the greatest sufferer. America ex- 
ports little to Europe except staple articles of prime neces- 
sity, and is looking forward to the time when these articles 
will be used at home, instead of being exported anywhere. 
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PAPER NUMBER ONE. 

X First published in the Boston Globe of March z, 1876, as a letter to the editor, dated 

February 24. ] 

The legal-tender power of silver is established forever by the Con- 
stitution of the United States. The national bonds may be paid 
in silver. 

The only provisions of the Constitution of the United 
States, relating to money, are found in the power given to 
Congress "to coin money, regulate the value thereof, and of 
fiiieign coins," and in the restriction imposed upon the 
States, that they shall not " make anything but gold and 
silver coin a tender in payment of debts." The last provision 
establishes the double standard of gold and silver, and no 
political ingenuity or corruption can get rid of it so long 
as the Federal Constitution remains unaltered. The power 
of controlling and regulating the enforcement of private 
contracts, in respect to what shall be legal tender and in 
other aspects, naturally belongs to the States, and at any 
rate it remains with them, because it is not taken from them. 
And this power being in the States and not in Congress, it 
is upon them and not upon the Federal Government that 
the rule is imposed, that nothing "but gold and silver coin" 
shall be made "a tender in payment of debts." 

This double standard of gold and silver, as being distinct- 
ively the precious metals and as the proper material of 
money, had been settled by the nearly universal practice of 
mankind in all ages and in all parts of the world. Shekels 
of gold and shekels of silver were known to Abraham, and 
coins of both metals have been used in all subsequent times 
and in nearly all countries. This double standard conformed 

(i°5) 
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to the usage of commercial nations in 1787, when our Fed- 
eral Constitution was formed. Great Britain has since adop- 
ted the single standard of gold, and Germany is endeavoring 
to establish it with no sure certainty of success ; but even 
now, silver is more generally the money of the world than 
gold ; great and rich countries in the East using only silver. 

The practice in this country conformed to the plain letter 
of the United States Constitution during more than two 
generations, and down to February 12, 1873, when, without 
discussion in or out of Congress, and without notice or 
warning of any kind, there were surreptitiously inserted in 
a long act relating to the Mint, two sections, providing for 
the coinage of the trade dollar and of fractions of the dol- 
lar, not to be a legal tender for sums exceeding five dollars, 
and forbidding any silver coinage except of such trade dol- 
lars and fractional parts of the dollar. This left of silver 
coins as legal tenders, so far as Congress could control that 
matter, only the silver dollars previously coined, and the sil- 
ver half-dollars, quarter-dollars, dimes and half-dimes of full 
weight coined prior to 1853. And this exception only con- 
tinued until the revision of the statutes, June 22, 1874, when 
all silver coins were demonetized, except as to sums not ex- 
ceeding $5. This legislation was as selfish in its origin as 
it was surreptitious in the manner of its introduction. It 
will be repealed when public attention is called to it, and 
if not repealed, will be set aside by the courts as an unau- 
thorized interference with a constitutional standard of value. 
It augments, and was undoubtedly intended to augment, the 
burden of public and private debts, and is perhaps the most 
flagrant and audacious of the manifestations of the control 
exercised by foreign and domestic bankers over national 
legislation in these recent and evil days. 

It would seem from the history of federal legislation that 
the power to " regulate the value of foreign coins," or in 
other words, to fix the rates at which they should be legal 
tender, was only expected to be resorted to during a brief 
period, and until our own coins could be sufficiently sup- 
plied. The first act creating a mint was passed April 2, 



1792, and in this act various foreign coins were declared to 
be legal tender, but only until three years should have 
elapsed after the president proclaimed the mint to be in ac- 
tive operation. This currency of foreign coins was extended 
by various acts, until February 21, 1857, when all prior 
laws fixing the legal-tender value of foreign coins was re- 
pealed, and in lieu thereof, the Director of the mint was 
required to make such assays as woul^ enable him to pub- 
lish annually the average weight, fineness and value of for- 
eign coins known to our commerce. The powers to coin 
money and to regulate the value of foreign coins are not, 
in their essential nature, exclusive powers. They might ex- 
ist in Congress, and also in the States, but if exercised by 
the latter, to be exercised, of course, in subordination to, 
and not in contravention of, the authority of federal legis- 
lation. The power to coin money does not exist in the 
States, not because it is a power given to Congress, but be- 
cause it is expressly taken from the States. This is not 
so of the power to regulate the valne of foreign coins. 
They are not prohibited from exercising this power, and if 
Congress does not exercise it, it may be convenient that 
the States should do so. They must have exercised it 
prior to April 2, 1792, when Congress first decreed an 
American coinage and first fixed the legal-tender value of 
foreign coins. 

In the history of the mint laws, varying provisions have 
been made as to the manner in which gold and silver coins 
shall be a legal tender, whether by tale or weight. Down 
to 1873 silver was on an equal footing with gold, except 
as to certain small coins, in which the proportion of silver 
was below the standard of the silver dollar, and which 
small coins were rather tokens than money. The first leg- 
islation of this kind, is found in the act of March 3, 185 1, 
authorizing the three-cent piece, in which the amount of 
silver was about twenty per centum below the then stand- 
ard of the silver dollar. These debased three-cent pieces 
were made a tender for sums not exceeding thirty cents. 
In the coinage act of February 21, 1853, the silver halves, 
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quarters, dimes and half dimes were for the first time re- 
duced below the weight of the silver dollar, the reduction 
being about eight per centum, and these coins being thus 
reduced to tokens only were no longer a legal tender for 
sums exceeding five dollars. 

This matter is to be considered in its two relations, first 
to private contracts and private debts created by legal 
judgments, and second to public debts. It is the States 
only which can prescribe what shall be legal tender, and 
they can only establish as such "gold and silver coin." The 
constitutional language is not gold or silver coin, but 
"gold and silver coin," thus fixing the double standard as 
securely as it is possible for constitutional provisions to 
fix anything. 

In the relation of this matter to the public debt of the 
nation, it is constantly said that the principal and interest 
of the bonds of the United States are payable only in gold. 
If this is so, it is not because they were made so payable 
when issued, but as a consequence of the act of February 
12, 1873, and of the act of June 22, 1874, revising the stat- 
utes, neither of which acts form any part of the contract 
with the holders of United States bonds, and which can be 
repealed at any time, at the pleasure of Congress. 

The act of February 25, 1862, under which the five-twenty 
bonds were issued, provides that duties on imports shall be 
paid '• in coin," and that the interest on bonds authorized by 
it shall be paid "in coin," which meant silver coin as well 
as gold coin. 

The famous declaratory act of March 18, 1869, to "strength- 
■en the public credit," which went so far in the direction of 
favoring bond-holders as anybody then dared to go, makes 
no promise of gold. It pledges the national faith to pay- 
ment in " coin or its equivalent " of all obligations, except 
where it was " expressly provided that the same may be 
paid in lawful money or other currency than gold or silver." 
This is an explicit recognition of silver, equally with gold. 

The act of July 14, 1870, under which the national debt 
is now being refunded, is equally free from any provision 
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giving to the public creditor the right to demand payment 
in gold only. This act provides for payments, not in gold, 
but "in coin." The only new provision which it makes is, 
that payments shall be "in coin of the present standard val- 
ue,'' thus guarding against alterations of the standard, of 
which there have been instances in our history, as well' as. 
in the history of other countries. 

In a recent encyclopaedia article, the error is fallen into, 
that silver was demonetized by the act of February 21, 1853, 
which would make it prior to the acts of 1862 and subse- 
quent years, under which the outstanding bonds of the 
IJnited States have been issued. The act of 1853 demone- 
tized only certain small silver coins, thereafterwards to be 
issued, reduced in weight, and, therefore, not money, but 
only tokens. The act did not forbid the coinage of the sil- 
ver dollar, legal tender for all sums, and which remained, 
until February, 1873, demandable at the mints, as of right, 
by every depositor of silver bullion, under the thirtieth sec- 
tion of the coinage act of January 18, 1837, which prescribed 
that "in the denominations of coin delivered the Treasurer 
shall comply with the wishes of the depositor, except when 
impracticable or inconvenient to do so." 

The demonetization of silver dates only with the acts of 
February 12, 1873, and June 22, 1874, which are unconstitu- 
tional as respects private debts, and scandalously corrupt as 
respects the national debt, the burden of which they in- 
crease by a heavy percentage. The people who are to pay 
this debt, and who received nothing for it but depreciated 
paper, are entitled to the benefit resulting from the richness 
and abundance of newly - discovered silver mines, and if 
they are wise and firm they will insist upon it and obtain 
it. Gold is not " nominated " in these " bonds," and can not 
be put there by facile legislators, or if put there, cannot 
be kept there. 
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PAPER NUMBER TWO. 

I First published in the Boston Herald of March 19, 1876, as a letter to the editor.] 

Disastrous effects of demonetizing silver. Views of French author- 
ities. Views of Hamilton and Jefferson. 

Of the mass of the precious metals in the world, it is gen- 
erally computed by statistical writers that the gold and 
silver are equal in value. Some authorities give an excess 
to the gold, but none give it an excess of importance. 

If it could be supposed that mankind, who have so long 
and so universally treated both gold and silver as precious 
metals and as money, should come to a general and simul- 
taneous resolution to demonetize silver, that would be to 
diminish the amount of money in the world by one-half at 
one stroke, with all the inconceivable disasters of a revolu- 
tion so stupendous. 

Fortunately, nothing like this is possible, and it is due 
to the advocates of the proposed demonetization in particu- 
lar countries to admit that .they disclaim any wish to bring 
about any such an unheard-of calamity. Thus, in the dis- 
cussions before monetary commissions and commercial bodies 
in France, where this matter has been more thoroughly dis- 
cussed than anywhere else, it is constantly said that while 
Europe might adopt gold, there would still remain in the 
East for a long time, and perhaps forever a market for sil- 
ver as money. 

But it may fairly be observed that any near approxima- 
tion to the universal demonetization of silver would pro- 
duce mischiefs only less in degree than those which would 
follow the complete result, and that it especially behooves 
the United States, in the commanding position which they 
occupy, now and prospectively, to consider well, before tak- 
ing a step in this transcendent matter, the influence and 
consequences of whatever they may do. Undoubtedly on 
the eve of being the first commercial power on the globe, 



fronting the two oceans and thus looking both towards 
Asia and Europe, and with a population which will soon 
swell to 100,000,000, the United States can do nothing with- 
out affecting the opinions and actions of mankind. 

In fact, down to this time, gold and silver remain money 
" by the laws of the world abroad" to quote the words of 
Daniel Webster. The countries in which either metal is ex- 
cluded are few in number, and the exclusion of gold in 
some is balanced by the exclusion of silver in others. In 
most countries the two metals are used, not always upon a 
fixed legal relation, as in France, but upon relations defined 
from time to time. The '■'■law of the world" still maintains 
both of them as money, and to quote the language of M. 
le Baron Rothschild in 1869, it is still "■the general mass of 
the two metals combined" which "serves as the measure of the 
value of things" among mankind. 

To change this "measure" by reducing it one-half, or to 
take any step seriously approaching such a change, and es- 
pecially an)^ step tending to bring about such a change 
completely at no distant day, presents a problem than which 
no greater was ever in all the ages presented for human 
consideration. 

In his Recherches sur I 'or et sur l' argent, 1843, Leon Fauchet 
said : — 

If all the nations of Europe adopted the system of Great 
Britain, the ' price of gold would be raised beyond measure, 
and we should see produced in Europe a result lamentable 
enough. The government cannot decree that legal tender 
shall be only gold, in place of silver, for that would be to 
decree a revolution, and the most dangerous of all, because 
it would be a revolution leading to unknown results (^qui 
marcher ait vers I'inconnu.) 

In a memoir read before the French Institute in 1868, M. 
Wolowski said : — 

The suppression of silver would bring on a veritable rev- 
olution. Gold would augment in value with a rapid and 
constant progress, which would break the faith of contracts, 
and aggravate the situation of all debtors, including the na- 
tion. It would add at one stroke of the pen, at least three 
milliards to the twelve milliards of the public debt. 



A monetary commission appointed by the French Govern- 
ment in 1869, took the testimony of practical financiers, who 
were unanimous against the proposed demonetization of 
silver. 

Before this commission M. le Baron Alphonse de Roths- 
child said : — 

The actual state of things, that is to sslj, the simultaneous 
employment of the two precious metals, is satisfactory and 
gives rise to no complaint. What is most needed in com- 
merce is facility in its operations, and to-day it employs, ac- 
cording to its needs, sometimes gold and sometimes silver, 
and the partial replacement of silver by gold which has 
taken place in these later times, has been effected without 
inconvenience. 

They now demand that silver should be demonetized, as 
fifteen years ago they demanded that gold should be. The 
French Government wisely refused to demonetize gold then, 
and it will be equally wise to refuse to demonetize silver 
now. In fact, whether gold or silver dominates for the time 
being, it is always true that the two metals concur together 
in forming the monetary circulation of the world, and it is 
the general mass of the two metals combined which serves as the 
measure of the value of things. In countries with the double 
standard the principal circulation will always be established 
of that metal which is the most abundant. It is scarcely 
twenty years ago that silver was the principal element in 
our transactions. Since the discoveries of the California and 
Australian mines, it is gold which has taken its place. No 
person can foresee what the future has in store for us, or 
can predict that the proportion in M'hich the two metals are 
now produced may not be changed in favor of silver. 

It appears to me that there are real advantages in main- 
taining silver in circulation, and none in its suppression, 
since it is now actually a part of the circulation. I should 
regret the demonetization of silver in its relations to our 
internal circulation, our commercial intercourse with other 
countries, and the always uncertain eventualities of the fu- 
ture. But I should regret it even more if our example should be 
followed by other nations, for that suppression of silver would 
amount to a veritable destruction of values without any compensition. 

Without doubt the two metals are not always in the same 
measure at our control ; there is always one more abundant 
than the other ; but neither of them has ever completely 
disappeared, and we have always been able to find the one 
of which we had need. 
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M. d'Eichtal, a director of the Bank of France, said : 

In cotton, every fall in price brings an increase in consump- 
tion. But in silver, if you take away its title of legal mon- 
ey, which makes an unlimited outlet for it, it must fall ex- 
ceedingly low before it would find an employment equal to 
the one you take away. 

M. Rouland, the Governor of the Bank of France, said : 

We have not to do with ideal theories. The two moneys 
have actually co-existed since the origin of human society, 
without any disadvantage, and even with actual advantage 
in all countries which have availed themselves of them. 
They co-exist, because the two together are necessary, by their 
quantity, to meet the needs of circulation. This necessity of the two 
metals, has it ceased to exists Is it established that the quantity 
of actual and prospective gold is , such that we can now re- 
nounce the use of silver without disaster? In place of the 
two money's, is it entirely sure that the whole world can be 
usefully served with only one ? 

M. Wolowski said : 

To adopt one metal, gold, to the exclusion of the other, 
it is not merely as if they closed all existing mines of sil- 
ver, but as if they suppressed ih this regard the labor of all 
past ages. The' sum total of the precious metals is reckoned 
at fifty milliards, one-half gold and one-half silver. If, by a 
stroke of the pen, they suppress one of these metals in the 
monetary service, they double the demand for the other 
metal, to the ruin of all debtors. 

At the sitting of the French Senate on the 28th of Janu- 
ary, 1870, which has properly been characterized as "memor- 
able," from the magnitude of the subject of the debate, and 
from the dignity and gravity with which the discussion was 
maintained, Dumas, a Senator, to whose words learning, 
experience, virtue and age combined to give weight, in- 
voked the body to pause before concluding to make a 
change, which, he said, '■'■■would effect the whole human race.'' 

Those, said Dumas, who approach these questions for 
the first time, decide them at once. Those who study them 
with care, hesitate. Those who are obliged practically to 
decide, doubt and stop, overwhelmed with the weight of the 
enormous responsibility.' 

The quantities of the precious metals, which are now 
sufficient, rriay become insufficient, and we should proceed 
with great prudence before we diminish that which consti- 

8 
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tutes a part of the riches of the human race. Sometimes 
gold takes the place of silver. This keeps up the general equil- 
ibrium. Nobody can guarantee that the present vast produc- 
tion of gold will continue. Tlae placers are found on the 
surface of the earth, and may be exhausted by the very 
facility of working them. Silver presents itself in the form 
of subterranean veins. Science may contribute to accelerate 
its extraction. In presence of the unknown, which domi- 
nates the future, we should practice a prudent reserve. 

The ideas of these modern French authorities harmonize 
witli those of Alexander Hamilton, who, in his report made 
to Congress at the end of 1791 upon the subject of a mint, 
said, " To annul the use of either of the metals as money 
is to abridge the quantity of circulating medium, and is liable to 
all the objections which arise from a comparison of the 
benefits of a full, with the evils of a scanty circulation." 

Mr. Jefferson, the colleague of Mr. Hamilton in General 
Washington's cabinet, writing Mr. Hamilton in February, 
1792, said : — 

I return j'ou the report on the mint. I concur with you 
that the unit must stand on both metals. 

If the thing now proposed is a revolution in one of the 
most vital concerns of mankind, the time selected for it is 
equally extraordinary. In four of the great countries of 
Europe, France, Italy, Austria and Russia, with a popula- 
tion exceeding 150,000,000, the actual currency is paper, as 
a forced legal tender, and the same thing is true of the 
United States. To return to a metallic currency, or to a 
currency convertible into metal, and at the same moment 
to reduce the precious metals by one-half, is an experiment 
to be laughed at, if it was not too serious for laughter. 
The event will show that the question is not between sil- 
ver and gold, but between silver and paper, and that the era 
of paper will continue just so long as this mad attempt to 
demonetize silver is persisted in. There is not gold enough 
in the world to take the place of paper without a fall in 
prices, which would bring on universal bankruptcy, and to 
which mankind will not submit. 

A French gentleman who represented Louisiana many 
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years ago in the Senate of the United States, unable, from 
his imperfect knowledge of the English language to make 
a set speech against a measure to which he was opposed, 
said he could only denounce it as " unconstitutional, unex- 
pedient and unpossible." All those objections, either of 
them fatal of itself, lie against the attempt to compel every- 
body, individuals, corporations and governments. State and 
National, in this country, to pay their debts in gold on and 
after January i, 1879. The different legal tender of gold 
and silver, is the one which the Constitution of the United 
States has plainly established. To reduce the bulk of legal 
money, by confining it to gold only, would bring on a 
financial ruin, swift and total. And it is morally and politi- 
cally impracticable of execution, because those, whose moral 
sense will be outraged, and whose vital interests will be as- 
sailed by it, have the power to protect themselves against it 
by a decisive and efficient resistance. 

As I write, telegrams from Berlin announce a postpone- 
ment of the German demonetization of silver. Disraeli 
warned them against their financial rashness in his Glasgow 
speech of November, 1873, but they were then still under 
that "intoxication of Sedan," which made them believe that 
anything was possible, and even easy, for united and victo- 
rious Germany. Postponement is sometimes the first step 
to abandonment, and in this case, the writhings of their 
commercial and industrial interests under the exhausted 
receiver of exclusive gold payments, may be too much for 
even the energy and tenacity of Bismarck. 
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PAPER NUMBER THREE. 

[First published in the Boston Commercial Bulletin of April 8, 1876, as a letter to the 

editor.] 

The double standard tends efficiently to steady the relative value of 
gold 'and silver. 

Gold and silver were lawful money by the common law 
of England, and in that particular this common law was 
brought to and adopted by this country. It existed with us 
in that way, without legislation, until the adoption of the 
Constitution of the United States, when, to place it forever 
beyond the caprices of legislators, it was ordained that the 
States, with whom rested the enforcement of contracts, 
should never make anything but gold and silver a tender in 
payment of debts. 

It would be equally uncandid and idle to deny that this 
double standard, although sanctioned by the general adhe- 
rence of mankind in all ages, is op«n to some objections. 
But many of them are rather theoretical than practical, 
others are much exaggerated, and, when allowed their full 
weight, they are far less formidable than those which lie 
against the exclusive adoption of either gold or silver as 
the standard of value. The double standard necessarily im- 
plies that the law should fix absolutely the relation of value 
between the two metals, when in fact there is no such per- 
manent relation in the markets of the world. On the con- 
trary it varies in different countries and in different times. 
Generally stated, that is the difficulty about the double 
standard, that it declares that two 4:hings shall stand in law 
in a fixed ratio of value to each other, when in truth that 
ratio is perpetually oscillating. Undoubtedly this is a real 
difficulty, but mankind generally, and our fathers, the fra- 
mers of our revered Constitution, have disregarded it. Let 
us see whether the reasons which have governSd them will 
or will not bear "the test of talent and of time." 



117 

RELATIVE VALUES IN THE PAST. 

It is more interesting in an antiquarian than in a practical 
view to go back to periods when the masses of the metals 
were small and their relation could be disturbed by small 
causes. It is of little consequence whether those histories 
are exact or inexact which inform us that this relation was 
seriously affected by the plunder of the Temple of Diana of 
the Ephesians, in which one of the metals greatly predomi- 
nated. It is of real importance to know that this relation 
has not sensibly varied in commercial countries within two 
centuries, down to the present disturbance of values, and 
which is itself wholly the result of the unwise attempt to 
substitute a single for the double standard. It was always 
possible to depreciate either of the metals by demonetizing 
it, or threatening to demonetize it, and that is precisely 
what we are witnessing to-day. Of the two, silver has the 
greater power of resistance, but even that metal, with all 
its superiority of substantial value and advantages, must 
suffer somewhat if deprived of its ancient function as money. 
But it is certainly with a poor grace that those who have 
themselves brought about this depreciation should assign 
that as the cause and justification of their policy. 

The English always had the double standard until 1816. 
During one hundred years before that they had seen no 
occasion to change the legally fixed relation of gold to sil- 
ver, which was, within a minute fraction, 15 1-4 to i. The 
French law of the double standard, still existing, was adopted 
in 1803, at the ratio of gold to silver of 15 1-2 to i. The 
actual market variations from that, during two generations, 
were too small to be of practical importance. With us the 
legal ratio, fixed in 1792 at 15 to i, was changed in 1834 to 
16 to I, a very considerable change, and one not justified 
by the change of market values during that period. The 
relative value of gold was undoubtedly fixed below the ac- 
tual market value in 1792, and above it in 1834. The reasons 
for the low valuation of 1792, one-fourth of one per cent, 
below the then existing English legal ratio, are detailed in 
Mr, Hamilton's report on the mint, 1791. In 1834 it was in- 
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tentionally fixed too high, in order to bring gold into com- 
mon use, in furtherance of the hard-money policy of Gen. 
Jackson, then President of the United States. 

This brief review will suffice to show that the market 
variations of the relative value of gold and silver have been 
too slow and too unimportant during the last one hundred 
and fifty years to constitute any serious objection to the 
double standard. And it will be found that their equal use 
as money, at a legal ratio of valuation fixed as near as may 
be to the market rate, tends, both as a matter of reasoning 
and as a matter of fact, not only to preserve this steadiness 
of relative valuation, but to give to the mass of the two 
metals combined a constancy and uniformity as a standard 
not to be found in either of them by itself. 

THE " LAW OF THE DOUBLE STANDARD." 

When the double standard exists, the debtor pays gold or 
silver at his option, and of course pays always in the cheap- 
est medium. When the difference becomes appreciable, the 
actual currency tends to be wholly of this cheapest medium, 
and the dearer goes to other markets as money, or is ab- 
sorbed in other uses. This employment as money pf the 
medium which is for the time being the cheapest makes a 
demand for it, and prevents its becoming still cheaper, or 
in other words prevents its greater depreciation, which it 
restrains always within reasonable limits. 

We had a memorable example of that between 1850 and 
i860, when the new and great supplies of gold from Aus- 
tralia and California came suddenly and simultaneously 
upon the world. The expectation of a depreciation of gold 
was general, and this apprehension was so great in Ger- 
many and Belgium that those countries actually demone- 
tized gold. The depreciation did not come, and the prevent- 
ing cause was the steadying effect of the double standard, 
and notably in France. The actual currency of that coun- 
try was, in 1850, almost exclusively silver, but it changed 
very largely to gold when the new supplies cheapened that 
metal. As Professor Hansen, of the Berlin University, said, 
in 1868 : 
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Europe, or rather the whole civilized world, is indebted to 
French law for its escape from the perturbations in the 
relative prices of gold and silver menaced by the enormous 
arrivals of gold from Australia and California. A large 
part of these arrivals was used in France, where gold re- 
placed silver. 

W. Stanley Jevons, an English writer of merit, estimates 
this absorption of gold in the currency of France, down to 
1.859, 3.t one hundred millions sterling, or nearly five hun- 
dred millions of dollars. The statements of the gold coin- 
age at the French mints tend to show that the estimates 
of Mr. Jevons are too low. During the seventeen years of 
the reign of Louis Phillippe, ending at the commence- 
ment of the California discovery, this coinage was _;^8,6oo,ooo, 
or at an average annual rate of ;^5oo,ooo. From 1850 to 
1858, both inclusive, this coinage was ;^i 29,587,735, or 
at an annual average rate of ;^i4,343,o82. The increase, 
beyond the rate of the preceding seventeen years, is 
piiT 1 2 1,000,000. The degree in which gold had replaced sil- 
ver in the French currency is reflected in the state of the 
cash resources of the Bank of France, which in March, 
1876, consisted of 1,325,000,000 francs in gold and 495,000,000 
francs in silver. 

What was true thus most conspicuously in France, a great, 
rich, and commercial country, was true in other countries 
having the same legal double standard. The precious metals 
are mobile and sensitive to slight variations in price. The 
moment gold began to fall, and while the fall was yet slight, 
from the sudden golden shower from California and Austra- 
lia, it flowed into the countries having the double standard, 
taking therein the place of silver, which, in its turn, being 
displaced from the ofBce of currency, became more abundant 
for other purposes, and in that way its relative rise was 
checked and restrained within narrow limits. This recipro- 
cal action of the two metals upon each other, under the law 
of the double standard, is therefore not only certain as a 
matter of fact, but obvious in its theory to any intelligent 
attention. 



ILLUSTRATIONS OF COMPENSATORY ACTION. 

A French writer (Wolowski) likens it to the combined 
employment, in tne construction of pendulums, of metals 
having different degrees of expansion and contraction under 
the influence of heat and cold. Mr. Jevons (the English 
writer already referred to) likens it to two reservoirs, sup- 
plied from different sources, and therefore tending to differ- 
ertces of level, but actually kept at the same level by a 
communicating pipe, being in this case a common and inter- 
changeable receivability as money by force of law. Still 
other writers have likened it to the case of the grains, some 
of which are ordinarily used for human food, others for 
animals, and others for distillation and malting, but each 
one of which may be and is employed, when there is occa- 
sion for it, for each, or it may be for all, of the purposes 
in which it is commonly not employed at all. If, as these 
writers say, a law compelled men to eat only wheat, and 
animals only corn, we should witness the most surprising 
fluctuations in their price. Wheat or corn, confined to only 
one use, and that use not being permitted to be supplied by 
anything else, would rise to fabulous prices when deficient, 
and depreciate enormously in a glut. As it is, if wheat is 
too high, men can turn to corn or rye, or, if there is an 
excess of wheat for human use, the domestic animals and 
the distiller are ready to absorb it. The general equilibrium 
of the mass of grains is thus best preserved, as is the same 
equilibrium of the two precious metals, by their interchange- 
able use as money, and for the other purposes of utility or 
splendor to which they are applied. All illustrations are de- 
fective ; they contain always some element of error, as no 
two compared things are exactly alike. They demonstrate 
nothing, mathematically or metaphorically, but they may 
give to what is abstract something of the vividness of pal- 
pable substance, form, or color. 

But whether well or ill illustrated, the fact remains es- 
tablished by experience, that the double standard preserves 
a remarkable steadiness in the actual market relation of the 
two precious metals. It has done so in France for three- 



quarters of a century. It did so in Great Britain during 
an entire century prior to 1816, and there had not then 
arisen any occasion for a change in the legal ratio. What 
was then done was not to change that ratio, but to abolish 
the use of one of the metals as money altogether, and for 
reasons very dififetent from those now assigned for it by ill- 
informed writers. 

There is no occasion now for being frightened out of our 
propriety by the Comstock lode. These Nevada silver 
mines, which excite so needless a panic, are hardly more 
silver mines than they are gold mines, the great bonanza 
itself turning out forty per cent, of its values in gold. The 
wisdom of forty centuries is not all at once at fault. Our 
fathers considered well when they established gold and sil- 
ver as the unalterable standard. Their work was all good, 
but no part of it was better than this. Let us hold fast 
to it. 

Note. — In publishing the foregoing letter, the editors of the Bulletin observed of the 
silver question, that it was " assutning new importance daily.'''' 
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[ First published in the Boston Cotnmercial Bulletin of April 22, 1876, as a letter to the 

editor.] 

Fluctuations in the relative value of gold and silver caused by 
legislation and not by fluctuations in their relative production. 

Is the depreciation of silver as compared with gold due 
to increased relative production or to legislation ? If to the 
latter, the mischief may be remedied. A London journal 
makes the following computation of the annual production 
of gold and silver, stated in pounds sterling, in the quin- 
quennial periods terminating with and including the years 
named : — 

Annual average^ /or 
Jive years ending ' Gold. Silver, 

1856 29,900,000 8,100,000 

1861 24,500,000 8,200,000 

1866 22,700,000 9,900,000 

187 1 23,000,000 10,500,000 

1875 20,400,000 13,900,000 



These computations correspond with those ordinarily made..' 
Exact accuracy is not to be expected in statements of this 
sort. As given, the table shows a relative advance in the 
silver production since 185 1, which is undoubtedly consider- 
able. In the first five years the silver production was only 
a little more than one-fourth that of gold. In the last 
period this proportion had risen to two-thirds. 

Now let us see how this compares with the relative gain 
in the gold production which resulted from the California 
and Australian discoveries. In a very meritorious work en- 
titled Money, published in 1863, by Charles Moran, it is 
computed that the gold produced in the world prior to the 
new discoveries was to silver as one to forty-six in weight, 
which would be the same thing as one to three in value, 
but had become in 1853 as one to four in weight, which 
would be the same thing as four to one in value. This is 
probably correct as to 1853, and it is probably so as to the 
times preceding the California discoveries, except after the 
discovery of the Siberian mines in Russia, in the reign of 
the Emperor Nicholas. But even after that no estimate of 
gold production makes it equal to that of silver, before the 
days of California. M. Chevalier [Fall--'t7i Gold, 1857) reck- 
ons the then annual production of silver (in pounds ster- 
ling ) at 8,850,000, and states that it had not much varied 
since the commencement of this century, when it stood at 
7,965,000. As to the annual gold production, he fixes it at 
the beginning of this century at 2,484,000, and makes the 
average from 1800 to 1848, which includes a part of the 
period of gold development in Siberia, at 3,250,000, ( in 
pounds sterling). 

On these figures, in the twenty years following the Cali- 
fornia discovery, as compared with the forty-eight years 
prior thereto, the gold production was multiplied about 
seven times, while that of silver scarcely increased at all. 
On the other hand, the gain in silver during the last ten 
years, as compared with the preceding twenty years, or fifty 
years, is only about fifty per cent. The silver gain within 
ten years is, it is trvie, greater than that relatively to gold. 
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because the production of gold has recently declined, but,. 
even with that allowance, it falls far behind the gain of gold 
relatively to silver, from 1848 to 1858. In fact, if one may 
assume that the gold production will hereafter not decline, 
that of silver, now fourteen millions sterling, must be car- 
ried up to sixty millions before it will recover the ratio to 
gold which it maintained for probably a century before the 
Siberian discoveries. As we shall see, the gain in gold after 
1848 did not sensibly affect the equilibrium of the two 
metals. Why then, should we believe that the much smaller 
gain in silver does so now ? 

In the eleven years from 1853 to 1863, both inclusive, 
when the combined streams of gold from California and 
Australia were at their fullest height, one hundred millions 
of dollars per annum, the average price during each year of 
an ounce of bar silver in London stood at five shillings, 
one penny, and a fraction of a penny in gold. The whole 
range of the fluctuation was in the magnitude of this frac- 
tion of a penny, which never went below one-fourth and 
never went above seven-eighths. Thus the extreme variation 
of the gold price of one ounce of silver from 1853 to 1863 
was only five-eighths of a penny. Now is it for one mo- 
ment credible that the fall in the price of the ounce of sil- 
ver in London, to three-fourths of a penny below five 
shillings in 1873 (the lowest price reached in any one of 
the forty preceding years), and the still more astounding 
fall to seven pennies below five shillings in March, 1876, 
are the results of variations in the relative production of 
gold and silver, when we know that variations vastly greater 
in times past have produced no such disturbance of price or 
any approximation to it. 

It is not any excess of production of silver, past, existing, 
or probably impending, which has depreciated it, but it is 
the movement to deprive it of its ancient function as money, 
inaugurated at the International Conference held at Paris in 
1867. 

The theoretical proposals of the Paris conference of 1867, 
reinforced by the practical interests which looked for sinister 
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gains from an appreciation in the value of money, bore fruit 
in the decree of the newly-constituted German Empire of 
December, 187 1, prescribing the steps leading to an exclusive 
gold standard. This was followed by the treaty of Sweden 
and Denmark of 1873, for an exclusive gold standard to 
come into operation January i, 1874 ; by the Dutch limita- 
tion of silver coinage ; by the suspension by Belgium in 
1873 of the coinage of silver; and by the demand made by 
Switzerland in the same year for a new conference of the 
four States (called the Latin Union) of Belgium, Switzerland, 
Italy, and France, bound to the double standard by the 
treaty of 1865, not expiring by its terms until 1880. At the 
new conference at Paris, in January, 1874, as demanded by 
Switzerland, although the double standard was still main- 
tained, the annual coinage of legal-tender silver was pre- 
scribed for each country ; an arrangement which, with slight 
modifications, is still in vogue. 

In addition to this legislation of European countries, the 
fall in silver has been somewhat aided by the apparent con- 
currence of the United States in 1873 in the single-standard 
scheme. The fall may have been accelerated, and perhaps 
aggravated, by a temporary diminution of the demand for 
silver from India, but that of itself as a cause of disturb- 
ance in the equilibrium of the two precious metals is not to 
be compared with the sudden influx of California and Aus- 
tralian gold, and of itself would have been as innocuous as 
that was. 
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PAPER NUMBER FIVE. 

[First published, July, 1876, as a communication in N. Y. Banker^ s Magazine^ 

The increase of gold and silver does not keep pace with the in- 
crease of wealth and commerce. 

The paper read in June, 1865, before the Statistical Society 
of London, by Professor Jevons, upon the variations in the 
prices of commodities, which is only another expression for 
the variations in the value of the money in which these prices 
are stated, attracted great attention when it was made, and 
has been the subject of much comment. 

The period covered by this paper was a long one, from 
1782 to 1865, and the commodities, the fluctuations in the 
prices of which are given, forty in number, are all the lead- 
ing articles of consumption in countries possessing the 
advanced civilization of Great Britain. They embrace all 
the principal metals (including, of course, iron), grains and 
meats of all kinds, timber, wool, cotton, hay and other fod- 
ders, dyes, tallow, tar, silk, flax, hemp, hides and leather, and 
Oriental and tropical products, such as rice, tobacco, tea, 
coffee, sugar and spices. 

The prices given are those in the British markets, but as, 
these always bear a relation to prices in other markets which 
is controlled by the same circumstances of freight and com- 
mercial charges, the fluctuations elsewhere must have been 
always proportionate. 

Some persons who have commented upon these tables of 
Professor Jevons, noticing that his prices are stated in gold, 
have fallen into the error of supposing that a part of the 
fluctuations given, is due to the fluctuations in the price of 
that special metal, as distinguished from silver. That is not 
so, in any degree. Professor Jevons naturally stated prices 
in what is the standard in his own country, but, as, during 
the period covered by his tables, there was no appreciable 
variation in the market ratio of the two precious metals, the 
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prices, if stated in silver or gold, would show precisely the 
same fluctuations. The fall in silver did not become appar- 
ent until 1873, or seriously marked until the present year. 
When, therefore, Professor Jevons speaks of a rise or fall in 
gold, as established by his tables, we may understand that 
there was exactly the same rise or fall in the value of sil- 
ver, or in other words, of both the precious metals. 

The tables of prices used by Professor Jevons are, for the 
most part, the same given by Tooke and other writers upon 
such subjects, but the deductions made by different commen- 
tators are not quite uniform. If the prices of only one 
article from year to year were to be dealt with, there could 
not be two modes of stating the increase or decrease ; but 
the problem is less simple where the number of articles is 
large. Three rules have been proposed for estimating the 
mean variations. The rule favored by Professor Jevons, and 
which he calls the geometric rule, seems to have advan- 
tages, and at any rate this one, that its results lie midway 
between those produced by tfie other two rules. This is 
clearly an advantage, if the maxim, in medio tutissimus ibis, 
is as applicable to statistics as it is to politics and conduct. 

From these tables, it appears that if the prices of the forty 
enumerated articles be called 100 in 1782, they fell slightly 
until 179s, when they suddenly enlarged to 117, and contin- 
ued irregularly to enlarge until 1809, when they attained 
their maximum of 157. From that point they fell until they 
reached their minimum of 64 in 1849 and 1850, never hav- 
ing again, after 1820, been as high as 100 but once, in 1825, 
when they were 103. From this lowest point of 64, of 
1849-50, they advanced to 74, 83, 80, 82, and 85, in the years 
1853-4-5-6-7, and in 1865, the last year given in the tables, 
they stood at 78. They are now, probably, down again to 
the point of 64, where they were at the date of the Cali- 
fornia discoveries, or two-thirds of what they were in 1782, 
or two-fifths of what they were 1809. Of course, there were 
temporary fluctuations, but certain great movements are dis- 
tinctly marked ; one towards enlargement at the end of the 
last century and the commencement of this, culminating in 
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i8o9 ; next a movement of depression, covering the period 
of forty years, from 1809 to the date of the California gold 
mining ; and lastly, a short period of recovery after that 
conspicuous event. 

The percentages of variations in the valjue, that is, the 
purchasing power of the precious metals, are of course, 
greater. As given by Professor Jevons, this value fell from 
1782 to 1809, (this entire fall being really between 1794 and 
1809,) in the proportion of 100 to 54, or by 46 per cent. 
From 1809 to 1849, it rose again in the ratio of 100 to 245, 
or by 145 per cent., adding so much to the intrinsic worth 
of fixed incomes derived from government or other long 
securities, and so much to the burden upon the capital and 
labor from which such incomes are derived. From 1849, it 
had fallen only 20 per cent, in 1865, and is now, probably, 
restored again to its maximum value, and will buy more 
than twice as much of leading commodities as it would dur- 
ing the first ten years of the century. 

The facts in relation to tlie variations of the prices of 
commodities, or what is the same thing, the variations in the 
purchasing power of the precious metals, are well agreed 
upon, and so are some of the causes of these variations. 
But the degree of the efficiency of particular causes has al- 
ways been debated, as is also the question, whether certain 
things are to be reckoned as causes at all. 

It is, for instance, not doubted by anybody, that the revo- 
lutionary disturbances commencing in 1810, in the Spanish- 
American colonies, the then principal sources of the supply 
of the precious metals, and reducing their production — be- 
tween 1810 and 1830 — by one-half, and afterwards, by a 
large percentage, below that of a long anterior period, in. 
connection with the increasing wants of the world, account 
mainly for the steadily augmenting value of money after 
1809. Nor is it doubted by anybody, that it is to the Cali- 
fornia gold supplies, soon reinforced by those from Austra- 
lia, that we should ascribe the diminishing value of money 
between 1849 and 1865, and should also ascribe the fact, that 
if it has now risen again, it is still not above the standard 



128 

of 1849, whereas, without the new sources of the precious 
metals, it would have continued to rise, as it had been rising 
during the forty years following 1809. Nor is it doubted 
by anybody, that the commerce, debts, investments and en- 
terprises of mankind, constantly and conspicuously enlarging 
within the past one hundred years, must have required a 
constantly enlarging stock of the precious metals, to preserve 
an equilibrium, or any approximation to an equilibrium, in 
prices- 
Why prices should have so risen and the value of money 
h^ve so fallen, between 1794 and 1809, is not so clear, and 
has been persistently debated. No causes for it seem beyond 
question, except that the drain of the precious metals to the 
East had not attained great proportions during that period, 
and that the suspension of specie payments, notably in Great 
Britain, but also in Austria, Russia, and some other countries, 
must have liberated for employment in the markets, consid- 
erable masses of gold and silver. 

How much effect was produced by the great wars which 
attended the French revolution of 1789, and the subsequent 
career of Napoleon, is a matter not clear in theory, and has 
been much disputed by writers. It is, however, pretty certain, 
as a matter of fact, that wars do raise prices, and that the 
pacification of the world which followed the battle of Wa- 
terloo, and a fall in prices, were contemporaneous events. 

One cause of the cheapening of many commodities, be- 
tween 1809 and 1849, was the progress of invention in steam 
power and machinery, and of improvements in navigation. 
But the same cause was in quite as full operation in the 
twenty-seven years prior to 1809, which witnessed the great 
discoveries of Watt and Arkwright, and it was in spite of 
that cause that money then fell in value and ' commodities 
rose in price. If the liberation of the precious metals by 
the suspension of specie payments in England and elsewhere, 
and the Napoleonic wars, do not sufficiently explain it, we 
must accept it as a fact without explanation, or as Professor 
Jevons phrases it, as a fact of observation. 

The general result seems to be, that the value, or purchas- 
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ing power, of the precious metals, increased enormously 
from 1809 to 1849 ; that the subsequent fall in their value 
down to 1865, was comparatively slight, and has probably 
been since quite recovered from ; that, upon the whole, gold 
and silver are worth at least double what they were at the 
commencement of the century ; and that, apparently, the 
change now going on in their value is in the direction of a 
rise rather than a fall. That this should be so is very little 
in harmony with the fears expressed, in the early days of 
the California and Australian discoveries, that . the precious 
metals would become dangerously cheap. Nor is it any 
more in harmony with the popular notion, that the cost of 
living, as measured in money, is far greater than it was for 
the generation preceding our own. 

Upon this last point, it is proper to observe, that the 
value of money at different times, is measured by the prices 
of the same commodities at such different times, and that if 
people buy more commodities, and of a more expensive kind, 
they must expect to pay more for them. If we could be 
content with what satisfied our fathers, the cost of living, of 
which we .complain, would be less formidable, and the 
cheapening of commodities would become real to our ap- 
prehension. But if, when carpets fall one-half in price, we 
insist upon carpeting six rooms instead of one, we must not 
wonder that that branch of housekeeping expense increases 
three-fold. We must not expect silks at the price of cali- 
coes, or three dresses at the cost of one. The money ex- 
pense of living depends partly upon the purchasing power 
of money, but a good deal more upon the habits and mode 
of living. 

No event more thoroughly aroused the attention and fixed 
the interest of mankind, than the discoveries of gold in Cali- 
fornia and Australia, occurring so nearly at the same time 
as to be substantially simultaneous. The actual outcome of 
the new gold was exceedingly great, and as was natural in 
the first flush of the excitement, the expectation of the con- 
tinuing outcome was far greater than the fact has proved to 
be. The integrity of the standard of values seemed to be 
9 
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threatened, and with it the security of contracts, and all the 
vast interests bound up in the general stability of the prices 
of property. It is little wonderful that anxiety was felt 
on every hand. Those who are old enough remember it 
well, and those who are not old enough, will find the evi- 
dence of it in the literature of that day. Books and pam- 
' phlets, which no man can read, or even number, attest how 
wide-spreading and absorbing was the debate. The vigor- 
ous Englishman, De Quincey, declaring that no delusion 
could possibly be greater than the expectation that gold 
would remain of any value whatever ; the volatile French- 
man, Chevalier, making Europe resound with his brilliant 
appeals to the governments to lose no moment in demone- 
tizing the dreaded metal ; the ponderous demonstrations by 
the German doctors, of the certainty and completeness of 
the impending ruin ; all are preserved as imperishably as 
paper and ink can do it. Legislation was affected. Ger- 
many demonetized gold, Belgium did the same thing for a 
season, Holland had already done it just before the discov- 
eries, France was sorel}- pressed to do it, and the govern- 
ment of India prohibited the receipt of gold by its tax 
gatherers. 

Never were fears more completely falsified by the event. 
The new flood of gold, neither affected its market relation 
to silver, or sensibly and permanently depreciated the value 
of the two precious metals combined, and it is to-day, cer- 
tain, that instead of its being necessary to reduce the mass 
of money by demonetizing either gold or silver, there is im- 
minent reason to apprehend that the aggregated supplies of 
both, will be insufficient to maintain the general commercial 
stability. It is not a glut of the precious metals which 
threatens mankind, but a scarcity, or, it may be more cor- 
rect to say, that it is from a scarcity that they are now ac- 
tuall)' suffering. Prices, which are measured bv them, are 
lamentably falling everywhere. If the outcome of silver 
shows some increase, that of gold shows a decrease. The 
needs of the world for them are constantly enlarging ; there 
is no reason to apprehend that the drain of them to the East 
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has received any permanent check ; and it is plain to be 
seen, that with two hundred millions of the civilized and 
rich populations of Europe and the United States, now con- 
demned to the forced use of paper money, enormous masses 
of the precious metals must be required to restore a normal 
and sound condition of things. 

The substitution for this forced legal-tender paper, of me- 
tallic money, or of convertible paper money, will not take 
place in this generation, if either gold or silver is demone- 
tized. The period when it will take place, even on the old 
basis of the double money of gold and silver, is not certain. 
But whatever doubts may exist as to the time when new 
supplies of the precious metals may be required and used 
in the restoration of disordered currencies, there is none as 
to the constant new demands arising from the increased 
wealth and commerce of the world. Nor is there any dis- 
cernible or probable fact, to justify the opinion that the de- 
mands of the East will fail to rise, as always heretofore, to 
the level of any supply which is likely to exist. Let us 
■consider briefly, how exigent these two demands have been 
since 1849. 

The London Economist, (May 11, 1865,) estimated that in 
the fifteen years from 1849 to 1863, both inclusive, there had 
been an increased total production of silver, of about twenty 
millions of pounds sterling, and of gold, from new sources, 
of 297 millions ; the gold production from old sources re- 
maining about stationary. Here was what may be called, an 
extra supply of 317 millions sterling, within fifteen years, 
to be disposed of. If we knew what the previously existing 
stock was, in coin, plate and other forms, we should know 
by what percentage this extra supply augmented it: But 
that is what we do not know. We must content ourselves 
with the most probable conjectures. If we reckon it at two 
thousand millions sterling, we have an addition of sixteen 
per cent. Whatever the percentage may have been, let us 
see how quickly it was swallowed up by the swelling flood 
of the wealth and commerce of the world, and by the insa- 
tiable demands of the East. 
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The Economist, in the same number quoted above, states 
that the exports of British and Irish produce and manufac- 
tures, increased from 36 millions sterling in 1849, to 160 
millions in 1864 ; that the exports of colonial and foreign 
produce increased from 18 millions in 1854, to 49 millions 
in 1863 ; and, that the imports into Great Britain, increased 
from 152 millions in 1854, to 249 millions in 1863, The 
Economist adds : 

We find here an external trade doubled in the last twelve 
years, and this external trade is, we believe, but a faint rep- 
resentation of the increase of transactions throughout the 
whole of our domestic industry. But not only has this 
multiplying process been carried on in these islands ; it has 
prevailed almost as largely in France, and has spread all 
over Germany. It has filled Italy, aroused Spain from its 
long lethargy, and penetrated even to the remote provinces 
of Russia. No corner of Europe has remained insensible to 
the new stir of industry and enterprise. All these facts are 
indications of the enormous addition which has been made 
during the last fifteen years, to the extent and depth of the 
channels of circulation required to be filled with metallic 
money in some form or other. The truth is, that with the 
present extended and growing commerce of the world, far 
more mischief and inconvenience will arise from the effect 
of what seems to be a continuous gradual decliue in the 
new supplies of gold, than from any effects which have 
flowed or may flow from the California and Australian dis- 
coveries. 

If a total movement of imports and exports of 458 mil- 
lions in 1863-4, was a duplication within twelve years, there 
was a further increase of one-third in the nine following 
years, the figures for 1872 (the latest given by Appleton's 
Cyclopedia,^ being 611 millions. 

In Italy, the statements being made in dollars, the public 
revenue increased from 250 millions in 1861, to 550 millions 
in 1873, and the aggregate of imports and exports from 330 
millions in 1869, to 454 millions in 1872. 

In France, the statement being made in millions of francs, 
the annual average for five years from 1855 to 1859, both 
inclusive, was : — 

Imports ■;,42i 

Exports ... . . 2,616 
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Ten years later, the annual average for five years from 
1865 to 1869, both inclusive, was : — 

Imports 3,934 

Exports . . . ... 4,003 

These statements, except as to British commerce for the 
twelve years prior to 1863, cover periods when prices were 
falling, and indicate a greater increase in the quantities of 
commodities than in their money value. 

The reports of all commercial countries show a similar 
advance, and within the last generation many countries 
have become commercial, which were not so before in any 
appreciable degree, and new and important nations have 
arisen, notably by British colonization, in quarters of the 
globe hitherto unoccupied. 

If commerce employs coins, it is wealth which consumes 
the precious metals, or fixes them in plate and other forms 
of utility or magnificence ; and who will compute what the 
increase of the wealth of the world has been since 1849? 

Our census makers give the true value of the property in 
the United States as follows : — 

Years, Dollars, 

1850 7,135,780 

i860 . . . .... 16,159,616 

1870 . 30,068,518 

Nearly all the railroads in, the world have been built since 
1849. It was about that time that Mr. Webster rounded out 
one of the most magnificent of his periods, with the seven 
thousand miles then existing in this country. We have since 
built as many in one year (1872), and have to-day eleven 
times as many. The first one was opened for trafiic in Great 
Britain in 1830 ; 5,500 miles were in operation in remote 
India in 1873, and three years is a long time ago in these 
days of rapid progress. And the advance of railroads in 
mileage is quite equalled by their advance in cost, eflaciency, 
annual expenditures and annual income. The four-track, 
steel railway from Albany to Buffalo, only counts in miles 
as much as the same length of single track, strap-iron raif- 
road of forty years ago ; but in appointments, investment, 
and employment of men and capital, it is an altogether dif- 
ferent thing. 
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In fine, to give the details of the advance of the world in 
riches during this generation, would be to give the current 
history and statistics of all the continents ; since even Africa 
has felt the general movement at more than one point. The 
oldest cities in the old world, renewing their youth, and em- 
ulating in the rapidity of their growth the rising cities of 
the new ; the charts of both the oceans and all the seas, 
striped with the lines of steamships ; the wide Atlantic di- 
vided into belts to diminish the risks of collision between 
outgoing and incoming steamers ; railroads sweeping up the 
ancient valleys of Hindostan to the base of the Himalayas, 
while in the new world they are spanning the Andes far 
above the clouds ; private companies wielding the revenues, 
not of dukedoms, but of kingdoms, and individual opulence 
so abounding and diffused, that it must be reckoned, not in 
millions, but in milliards, to be any longer a distinction ; 
the picture, to have all its effect, must be drawn in all its 
details, anij that is not possible upon a canvas narrowed to 
the limits of an article in a review. But no picture need be 
drawn of what is in the current and familiar knowledge of 
everybody. 

The increase of the needs of, and uses for, the precious 
metals, is far greater than any actual or probable increase 
in their supply, and if we have .^escaped the stringency and 
distress of a real famine, it is only by an enormous multi- 
plication of the devices of credit, banking and representative 
money, which, while it excites admiration by its skill and 
efficiency, ought to excite, and does excite in thoughtful 
minds, apprehensions for the stability of a system, of which 
the sharp and constant vibrations indicate only too well the 
dangers of overwhelming catastrophes. 

Nor is it less certain, that if, by possibility, the precious 
metals should be temporarily in excess in Europe and 
America, the East will restore the equilibrium. That has 
been so in all historical times since the days of the Romans,, 
and depends upon facts likely to be permanent hereafter. 
With hundreds of millions of people, civilized and industri- 
ous, without mines, but with products of both art and nature. 
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rich and rare, the nations of the East will never cease, 
either to want gold and silver, or to have the means to ac- 
quire them. It is not more certain that water tends to a 
level, than that the precious metals will flow over to the 
Orient from the Occident, precisely in the degree in which 
they become abundant in the latter. The theory is so, and 
the fact is so. 

Humboldt estimated, that of the forty-three millions of 
dollars, the product of the American mines at the com- 
mencement of this century, twenty-five millions were sent 
to Asia, and never to return. 

Professor Jevons, in his book on Money, 1875, says : — 

Asia, then is the great reservoir and sink of the precious 
metals. It has saved us from a commercial revolution, and 
taken off our hands many millions of bullion which would 
be worse than useless here. And from th,e earliest histori- 
cal ages it has stood in a similar relation to Europe. In 
the middle ages, it relieved Europe of the excess of Span- 
ish-American treasure, just as it now relieves us of the ex- 
cess of Australian treasure. 

MacPherson, ( Commerce with India, ) says : — 

The Indian trade arose to a considerable magnitude at the 
same time that the American mines began to pour their 
treasure into Europe, which happily has been preserved from 
being overwhelmed by the inundation of the precious 
metals, as it must have been if no such exportation had 
taken place. Raynal affirms, that the Spaniards must have 
abandoned their most productive mines in America, as they 
had already abandoned many of the less productive ones, if 
the progress of the depreciation of silver had not been 
somewhat retarded by the exportation of it to India. 

In a work entitled Drain of Silver to the East, dated at 
Calcutta, in 1863, W. Nassau Lee says : 

Up to 1814, no great change in the normal state of things 
was perceptible ; but, in that year, consequent upon the 
great increase of British imports which followed the break- 
ing up of the old East India Company's monopoly, the flood 
of silver to India began to shallow, and in 1832-3, it had 
almost dried up. From this time the tide continued to ebb 
and flow with uncertain fluctuations until 1849-50, when it 
set in with redoubled strength, and has since been increasing 
in depth and breadth with such rapidity as to cause some 
alarm for the equilibrium of prices in India. 
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The returns of trade with England and China have for 
some years shown an annual balance of _;^io,ooo,ooo in favor 
of India. 

This drain of the precious metals to the East, deserves 
and will require a separate and independent consideration. 
We only propose now to note the general fact, that it is 
always greatest when Europe most abounds in them, which 
is precisely what we should believe without any special 
proof of it. When merchandise is low in price, it is that, 
rather than money, which is sent in exchange for Eastern 
products, and in turn, those products are purchased in great- 
er quantities and more paid for them, when gold and silver 
are abundant and cheap. The East received twenty-five of 
the forty-three millions of dollars mined in America at the 
commencement of this century, but received less when Amer- 
ican mining fell off one-half, in i8io, in consequence of rev- 
olutionary troubles. As money became scarcer in Europe 
after 1809, as shown by Professor Jevons, '■'the flood of silver 
to India began to shallow," and not to revive again till the 
new mines of California and Australia were opened. 

In the thirty years ending with and including 1850, the 
official statements of the balance of imports of the precious 
metals over exports, of the Presidencies of India, show an 
annual average of ^^i, 67 1,000. In the six years ending with 
and including 1856, this annual average suddenly swelled to 
;^ 6,320,000. The London Economist fixes the annual average 
export of treasure from Europe to India and the Levant, 
for the five years ending with and including 1861, at an an- 
nual average of thirteen and one-half millions sterling ; for 
1862, at eighteen millions ; and at twenty-three millions for 
each of the years 1863 and 1864, when our civil war gave 
the cotton supply to India. It has since declined, with the 
somewhat diminishing production of the precious metals, and 
with the largely increasing European demand for them, but 
it is still great, (the balance of imports into India for 1872 
being ;^io,097,72o, ) and will not fail to rise to, and even 
surpass all former examples, if these metals, now distress- 
ingly deficient, shall become again more abundant. 
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Mr. Lee, a most intelligent writer, and thoroughly in- 
formed on Indian topics, says that metallic money was lit- 
tle known there fifty years ago, trade being principally bar- 
ter, and the revenue of the native rulers, which includes 
land rent, being- paid in kind. The British collect their 
revenue in money, the use of which for other purposes is 
also constantly enlarging. This compelled an Indian coin- 
age of 1,245 millions of silver rupees, or about 600 millions 
of dollars, from 1851 to 1866, Mr. Lee says, that (in 1863) 
the use of money was still not common outside of cities, 
and to supply a general use of it in India, would require the 
enormous additional sum of 400 millions sterling, or 2,000 
millions of dollars. He bases his estimate on an amount 
per capita, equal to what is employed in Great Britain, but 
believes that India, with less use of credits and representa- 
tive money, would require a greater ratio. Mr. Lee esti- 
mates the Indian population at 180 millions. It is known 
to be larger than it was then (1863) supposed to be. In 
the statement made to the British Parliament in 1873, by 
the Secretary of State for India, the area was fixed at 
i;5 76,746 square miles ; the population of British India 
proper, at 190,895,548, and the population of the (so-called) 
native states, under British control, at 46,245,888. 

Of still more populous China, we know far less than of 
India. It seems to be true that its only coined money is of 
the base metals, and that silver and gold are used as such 
only by weight. If also, as affirmed by some, this use is 
only common among the merchants at trading points on the 
coast, the possibilities of a Chinese absorption of the prec- 
ious metals for currency purposes, dwelt upon by some 
English writers, are not exaggerated. 

The world is large. The Comstock lode will not revolu- 
tionize it. Potosi has failed to do that in three centuries. 
If now, rich mines, heretofore the monopoly of barbarous, 
poor, or inefBcient races, are found within the territories of 
the most vigorous offshoots of the European nations, and 
are being exploited by abundant capital, it is in the fullness 
of time, and when the needs of mankind for the precious 
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metals seem to surpass all possible supplies. Deplorable, in- 
deed, will it be if this beneficence of nature, instead of be- 
ing accepted with thankfulness, shall be thwarted and ren- 
dered of no avail by human folly and perversity. 



PAPER NUMBER SIX. 

[First published, August, 1876, as a communication in N. Y, Banker's Magazine.'] 

Different standards of money do not obstruct trade between nations. 

It is frequently said that as all commercial countries have 
adopted gold as the standard, or are on the eve of doing so. 
it wilUbe impossible for the United States to maintain the 
double standard. 

The fact is not at all as thus represented, and, if it was, 
the deduction from it is not supported by either reason or 
experience. 

Since England adopted gold, sixty years ago, her example 
has been followed in Europe by only Portugal, Germany, 
and the Scandinavian States. France, Italy, and Spain, 
have the double standard. Austria and Russia have the sil- 
ver standard. In fact, it is paper which has a forced cur- 
rency in France, Italy, Austria and Russia, specie payments 
having been suspended. Manifestly, it is very wide of the 
truth to say that we must adopt gold, because all other 
commercial countries have done so. Not only is that not 
now the fact, but it cannot be the fact within any time, or 
under any contingencies, at present to be foreseen. If the 
attempt of Germany, not yet successfully carried out, to 
adopt gold, has convulsed the financial world, and forced 
the Bank of England rate of interest more than once up to 
ten per cent. ; within what period is gold enough to be 
found for the one hundred and sixty millions of people in 
France, Italy, Austria and Russia, now condemned to the 
use of paper? 

But why need we give up our own constitutional double 
standard, because certain foreign nations, more or less in 
number and importance, choose to adopt gold ? What reason 
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is there for it, or how is it shown by the experience of 
mankind to be a necessity ? 

Coined money is not legal tender beyond the territorial 
limits of the sovereignty by which it is struck, except under 
some special authorization by the sovereignty within whose 
territories it may be offered. Our gold eagles, or silver dol- 
lars, were never moneys in the sense of legal tenders outside 
of our own boundaries. In another and more general sense 
gold and silver are money everywhere, or, in Mr. Webster's 
language, "by the law of the world abroad." Their bullion 
value is universally recognized, and will always adjust bal- 
ances of trade. The conversion of one currency into another, 
by means of the bill of exchange, is familiar. An order for 
one hundred pounds sterling, payable in London, can always 
be purchased in New York, either with gold or silver. The 
rate depends upon the course of exchange at the time of the 
purchase, and it depends also, if the purchase is made with 
silver, upon the market ratio of silver to gold. But in no 
event, can the American currency be carried bodily and spe- 
cifically to London, there to be used as money. The opera- 
tion of converting it into English money by purchase is first 
to be performed, and as truly when so many gold eagles 
are paid for so many sovereigns, as when so many silver 
dollars are paid tor so many sovereigns. 

Undoubtedly, the elements of the calculation in converting 
the gold coins of one country into those of another, are 
simpler and more certain than in the conversion of a silver 
currency, or a paper currency, into one of gold. In the 
first case, it is only needed to fix the comparative weights 
of pure gold, and the exchange will not ordinarily exceed 
the charges of transportation, including insurance. But the 
conversions of currencies of different material into each 
other is within the common experience of mankind, al- 
though the rules which govern it are more complex and 
more fluctuating. When Great Britain alone, in i8i6, 
adopted the gold standard, it was without the least appre- 
hension that any difficulty would thereby be thrown in the 
way of its commercial intercourse, which then, as now, was 
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more widely extended than that of any other nation. The 
English are '' a nation of shop-keepers" and the last people in 
the world to do anything to obstruct trade. The Dutch, 
who are only less commercial than their British neighbors, 
suffered no detriment in their mercantile transactions by 
adopting an exclusive silver standard in 1847. They traded 
with everybody as freely as before. Not a steamer the less 
plied between Rotterdam and London, because the only 
legal tender was silver in one place and gold in the other. 
The actual currencies of half of Europe consist of paper, 
by force of law, and that has been true of our own coun- 
try for fourteen years, and will be for a century to come, 
if this madness of a gold standard shall endure so long. 
And, since experience has shown that even paper is conver- 
tible without difficulty, at its market value, into the metallic 
currencies of other countries, we need not fear that those 
who use silver cannot find an easy and practicable way of 
trading with those who use gold. A striking instance of 
that has been witnessed for forty years in the vast com- 
merce between England and its great dependency, India, 
both subject to the same crown, but with different standards 
of money. The gold sovereign, with Victoria's head upon 
it, will not pay a debt in any part of that Oriental realm 
of which she is now the titular, as she was before the real, 
empress. The silver rupee, coined at her Indian mints, and 
also bearing her impress, will pay no debt in her capital 
■city. But trade between Calcutta and Bombay on the one 
side, and the cities on the Thames and Mersey on the other 
side, is affected only by differences of exchange, and is free 
and unobstructed. 

If a nation need not be deterred from adopting an exclu- 
sive silver standard by any fear that it will thereby be made 
difficult to maintain commerce with nations adopting gold, 
we have much less reason to be deterred by such a fear from 
adhering to the double standard of gold and silver. In fact 
that standard puts us in the best possible position to trade 
with all the world, because it tends to keep us stocked with 
both the metals, to meet the varying wants of customers. It 
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is exactly suited to our geographical position, looking to 
Asia on one side and Europe on the other, and to our great 
destiny, which is to be, if we are true to ourselves, the 
masters, without a rival, of the world's commerce. 

Before a monetary commission of the French Government, 
in 1869, M. le Baron Alphonse de Rothschild, said: — 

If the coining of silver was suppressed in France, less 
would come here, as it would no longer be attracted by the 
facility which commerce now has, of converting it into coin. 
It is this power of converting the bullion into money, which 
attracts silver to France, and causes it to remain, even when 
the price is for the moment too high to admit of its being 
coined. It was this which caused France to have, in 1866, 
that great reserve of silver, which England was obliged to 
draw upon, paying a large premium, and to the profit of 
French comnjerce. 

It is another important consideration that the circulation 
of silver serves as a reserve, when, by reason of the failure 
of the harvests it is necessary to buy corn in countries in 
which, as in Russia, the current money is silver. If that 
metal should be reduced to merchandise in France, as it is 
in England, commerce would have less facility in procuring 
it, and the reserve of it in the country would disappear. 

In framing and proposing the Bank Act of 1844, Sir 
Robert Peel showed himself very sensible of this precise 
difficulty pointed out by Baron Rothschild, that England, al- 
though always liable to need silver, because trading with all 
the world, had no stock in circulation to draw from, having 
demonetized that metal. His expedient was to allow the 
Bank of England to hold one-fifth of its bullion reserve in 
silver, and that is still the law of that institution. His lan- 
guage was, that having this stock of silver in the bank for 
the purposes of exportation, ^^ was a proper remedy for the in- 
convenience of our standard differing from that of other nations." 
A better treatment would have been to have restored silver 
to its proper place in the circulation, and then there would 
have been no inconvenience to remedy. 

There are for us positive advantages in having our cur^ 
rency differ from that of England, notoriously subject as 
that is to frequent and violent fluctuations. It is claimed 
for our non-exportable greenback currency, that it renders 
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us less sensitive to the mercantile and financial vibrations 
of the rest of the world, and undoubtedly it does so. Sil- 
ver has not at all the non-exportable quality, but it is still 
true, that with the double standard we should be less af- 
fected, than with the gold standard, by the periodical strug- 
gles of the Bank of England to recruit its bullion. It 
would only be one part of our money which that' institu- 
tion would struggle to draw to itself. 

Do what we will, we shall be sufficiently in the power of 
British capital, until we obtain emanfcipation by acquiring for 
ourselves what we need. London is, at present, the chief 
seat of the money changers, and in pecuniary transactions it 
is the lender, not the borrower, who dictates terms. To make 
securities acceptable to these principal owners of loanable 
capital, enough of them will be made, with the interest, and 
sometimes the principal payable in gold or even specifically 
in sterling money and in London, to give to that city a dan- 
gerous control over the interests of mankind. A most per- 
sistent attempt was made to draw even our National Gov- 
ernment into those toils, by making at least a part of our 
National debt payable abroad and in sterling money. The 
Treasury Department advised it, but Congress steadily re- 
jected all such advice, and made our debt, the whole of 
it, payable at home and in "the coin of the United States," 
and of course in either gold or silver coin at the pleasure 
of the paying party. But if our Government has been strong 
enough to resist the attempt to subject it to London stand- 
ards, other great American borrowers, notably the railroad 
companies, have not been so fortunate. 

But we have Asiatic, as well as European relations, and 
it is to the Orient that time and events must cause us to 
look more and more. It is within this generation that we 
have acquired a footing on what Mr. Jefferson called " the 
endless shores of the Pacific,'' and it is within the current de- 
cade that we have effectively united the two fronts of our 
empire by a practicable highway. We are now for the first 
time fairly face to face with the rich and populous East, the 
control of whose trade has in all historical times deter- 
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mined the commercial ascendancy of nations. What incon- 
ceivable folly will it be, so long as Oriental nations shall 
prefer silver, to degrade and cheapen the medium of our 
payments to them by demonetizing it. What inconceivable 
folly will it be to do all which we possibly can do, to in- 
duce them to discard silver altogether, by setting the ex- 
ample of discarding it, and thus deprive ourselves of the 
advantages of the silver mines for which we are indebted to 
the bounty of nature. No more admirable combination of 
circumstances, to lead on to high national fortunes, can be 
imagined than the discovery of these mines simultaneously 
with our occupation of San Francisco Bay and Puget's 
Sound. To the facility of geographical proximity they added 
a means of exchange, apparently inexhaustible, and likely to 
be acceptable during a future indefinitely long, if we would 
simply abstain from degrading and cheapening our own pro- 
ductions. If we commit that folly, it will not be the first 
case in the history of mankind, of a prize won without ef- 
fort and heedlessly thrown away, or the first illustration of 
the truth that nations quite as often become great from the 
want, as from the possession, of natural advantages. 



PAPER NUMBER SEVEN. 

[First published, August, 1876, as a communication in the Philadelphia American Ex- 
change and Review^ 

Disastrous effects of diminishing money and of falling prices. The 
view of Jevons that silver can be maintained as money by Asia, 
if Western Europe and the United States reject it. The risk 
of relying upon that. . 

From the earliest periods in the history of the world gold 
and silver have been recognized as distinctively the precious 
metals and as money, and it is thus true, as the French 
Baron Rothschild said in 1869, that "it is the combined 
mass of the two metals which is the measure of the value 
of things among mankind." The prices of property, real 
and personal, depend in the main upon the ratio between 
the amount of gold and silver on the one hand, and the 
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population, wealth, and commercial activity of the world 
on the other. 

Of the precious metals, the quantity consumed and fixed 
in objects of luxury, ornament, and splendor, is determined 
by the wealth of the world, with proper allowances for 
changes of habits and fashions. It is the quantity left in 
use as money which determines prices, by its ratio to the 
number and magnitude of the exchanges in which it is em- 
ployed, which, in their turn depend upon the riches, popula- 
tion, and activity of mankind. This is subject to some modi- 
fication. The same amount of money may be made to serve 
for a greater number of operations by various devices of 
banking and exchange's, by which payments are made by the 
mere transfers of credit. But, other things being equal, it 
is the proportion of money to the transactions in which it 
is needed to be employed which determines prices. The 
most common illustration of this truth is the comparison of 
the low prices of the dark ages, which resulted from the 
diminution of the stocks of gold and silver after the down- 
fall of the Roman empire, with the advancing prices which 
followed the discovery of America, and of its rich mines of 
the precious metals. 

What the proportion of money to commercial transactions 
may be or, in other words, what the prices of merchandise, 
land, and labor may be, does not seem to be important, if 
this proportion and these prices remain stable. But changes 
in them are important, because they alter both prices and 
the real effect of contracts to pay jnoney and thus affect 
those relations of creditors and debtors which are so vastly 
multiplied by the progress of civilization. The direction in 
which changes may occur, whether towards greater abun- 
dance of money and a higher range of prices, or towards a 
contraction of both, is a matter of profound concern not 
only to debtors and creditors, but to the general prosperity 
and happiness of mankind. 

Diminishing money and falling pi ices are not only op- 
pressive upon debtors, of whom in modern times States are 
the greatest, but they cause stagnation in business, reduced 
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late profits, and as it is only the expectation of gain which 
stimulates the investment of capital in operations, inadequate 
employment is found for laborers, and those who are em- 
ployed can only be so upon the condition of diminished 
wages. If, apparently those who are entitled to receive 
money as creditors are benefited by the increased value of 
what they receive, it is a benefit with many drawbacks. If 
they receive more when they collect their debts, they lose a 
part by the inability of some of their debtors to pay at all, 
and as those to whom money is due are ordinarily persons 
who have other investments, they lose by the diminished 
profits of capital. 

An increasing amount of money, and consequently aug- 
menting prices, are attended by results precisely the contra- 
ry. Production is stimulated by the profits resulting from 
advancing prices ; labor is consequently in demand, and bet- 
ter paid, and the general activity and buoyancy ensure to 
capital a wider demand and higher remuneration. In a re- 
port made in the United States Senate in 1852, Mr. Hunter, 
of Virginia, said : — 

Of all the great effects produced upon human society by 
the discovery of America, there were probably none so 
marked as those brought about by the great influx of the 
precious metals from the New World to the Old. European 
industry had been declining under the decreasing stock of 
the precious metals and an appreciating standard of value ; 
human ingenuity grew dull under the paralyzing influences 
of declining profits, and capital absorbed nearly all that 
should have been divided between it and labor. But an in- 
crease of the precious metals, in such quantity as to check 
this tendency, operated as a new motive power to the ma- 
chinery of commerce. Production was stimulated by finding 
the advantages of a change in the standard upon its side. 
Instead of being repressed by having to pay more than it 
had stipulated for the use of capital, it was stimulated by 
paying less. Capital, too, was benefited, for new demands 
were created for it by the new uses which a general move- 
ment in industrial pursuits had developed ; so that if it lost 
a little by a change in the standard, it gained much more 
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in the greater demand for its use, which added to its capac- 
ities for reproduction, and to its real value. 

An example of the same kind, not fully developed when 
the foregoing was written by Mr. Hunter, has been seen in 
our own times, in the wonderful advance of railroads, steam- 
ship lines, commerce, and colonization, which accompanied 
the era of the discoveries of gold in Australia and Califor- 
nia. The improvement in the condition and fortunes of 
mankind in that period of twenty-five years was quite equal 
to what it had been in the whole of the preceding century, 
distinguished as that was by the progress of the human race. 

It may be said, upon this view of things, that it would 
be desirable to have the relative proportion of the precious 
metals a constantly increasing one. An opinion about that 
would be a purely speculative opinion. The proportion of 
the precious metals is not governed by human wishes, but 
is a matter of fact, which we must take as we find it. 
Children always desire to go up to the moon, but none of 
them so far have been gratified in that. The general facts 
about the precious metals have not changed since Job said 
there was a dust of gold and a vein of silver, and the col- 
lection of this dust and the working of these veins are at- 
tended, as in that remote period, with vast labor and with 
small results in weight and quantity. Such labor, with such 
results, will only be performed while the products remain 
scarce, precious, and dear. A constantly cheapening money 
is as impossible to be realized as the child's dream of ex- 
ploring the moon. A tendency towards an equilibrium be- 
tween money and property is alwa}'s at work. Mining is 
less profitable when labor and machinery are dear, and 
more profitable and more actively prosecuted when labor 
and machinery are cheap. An advance in the money cost 
of mining beyond a certain point would put an end to the 
yield of the precious metals entirely. 

Instead of spending time in the illusion and dreams of 
a money always growing more abundant and easier of at- 
tainment, what we have to do is to confront the hard and 
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stubborn facts, that during the greater part of the history of 
mankind the relative quantity of money has been a dimin- 
ishing one, and that so far as we can discern the future, 
the results of the working of the precious metals are not 
likely to keep pace with the expanding wealth and activity 
' of the human race. All statistics show, as Mr. Hunter said 
in 1852, that "the relative excess of property has been con- 
stantly increasing," and the condition of mankind, as there- 
by affected, has been made tolerable only by the use of repre- 
sentative money, and of payments by transfers of credit. It 
is not cheap money, but dear money, which is the evil 
likely to befall us. 

How enormous this evil was in the long centuries between 
the downfall of the Roman empire and the discovery of 
America, may be judged of from the extent of the debase- 
ments of the current coins, unjustifiable in certain respects, 
and yet, after all, under the circumstances, measures of rude 
justice between debtors and creditors, although often adopted 
merely to meet the exigencies of kings. The English pound 
sterling was a full pound of silver at the epoch of the 
Norman conquest, but had shrunk to 3 oz. 12 dwt. 16 gr. 
in Queen Elizabeth's reign ; since which time debasement 
has been rendered unnecessary by the American mines, and 
has not occurred. The case was still worse in France, 
where the old livre underwent successive reductions, until it 
■contained only the one-hundredth part of the silver of the 
original standard. As has been well said, "these unskillful 
and often mischievous expedients were sometimes called for 
by the necessities of the times, and were the evidences, if 
not the remedies, for mischiefs actually endured."' 

If we should deplore as a misfortune a reduction in the 
amount of the precious metals, we may accept without mis- 
givings, as a bounty of nature, every new opening of the 
storehouses in which these, its treasures, are deposited. In 
the language of the Encyclopedia Britannica (1859 — article, 
" Precious Metals," by J. R. McCuUoch ) : 

A fall in the value of the precious metals, caused by a 
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new sources of supply, depends in no degree on the theories 
of philosophers, or the decisions of statesmen or legislators, 
but is the result of circumstances beyond human control ; 
and though, like a fall of rain after a long course of dry 
weather, it may be prejudicial to certain classes, it is bene- 
ficial to an incomparably greater number, including all who 
are engaged in industrial pursuits, and is, speaking gener- 
ally, of great public or national advantage. 

If we are to expect a contraction, rather than an expansion 
of money, in the natiiral course of things, what are we to 
think of the madness of reversing the practice and wisdom 
of all the ages, and deliberately and designedly reducing the 
mass of money at a single blow by one-half, and probably 
more than that, by abandoning the old standard of gold and 
silver, and adopting the new standard of gold alone ? This 
madness is of very recent origin. The date of it is no 
longer ago than 1867, when there was assembled in Paris 
what styled itself an International Conference, and which 
undertook the work of changing and remodeling nearly all 
human things. If Anacharsis Clootz had survived to the 
present times, he would have been the master-spirit of this 
famous conference of the crack-brained theorists and dream- 
ers of the day. New weights and measures, new principles 
of international law, new money, — everything was to be new. 
Omne tgnoium pro magnifico was the device on their banner. 
Everything known and tried was disdained, and to be put 
forever out of sight. If they had remained in session long 
enough, they would have entirely changed the solar system, 
provided horses with wings instead of tails, and turned the 
government of the world over to a permanent commission 
of college professors. With no more conception of the tre- 
mendous consequences of such a change than the same num- 
ber of children would have, they recommended to mankind 
the adoption of the single standard of gold. They could see 
the theoretical objections to a standard of the two precious 
metals, but they wholly overlooked the ruin of all debtors, 
the bankruptcy of nations, and the frightful depreciation of 
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all property, involved in the contraction of the standard to 
one of those metals. [ See Note. ] 

This brings us naturally to consider the fundamental dif- 
ference between such a proposition and one to make either 
of the metals a standard foi' any particular country. If we 
assent to the computation, which is probably correct, that 
the values of existing gold and silver money are equal, 
and then conceive that half the commercial nations adopt 
gold as the exclusive standard, and the other half adopt 
silver as the exclusive standard, the effect in maintaining 
prices would be precisely the same as if they all adopted 
the double standard. Both metals would be money in a 
general sense ; the laws of trade would regulate the conver- 
sion of the currency of one class of countries into the cur- 
rency of the other class ; and it would still be true that the 
prices of commodities would/ be regulated by the combined 
mass of the two metals. 

Hence it is that the adoption of one of the metals alone 
by any isolated country for local, and perhaps temporary, 
reasons, as of silver by Holland, and of gold in 1816 by 
England, without any desire or attempt to impose it upon 
others, or even to recommend it to others, has neither much 
affected the interests nor fixed the attention of mankind. 
But an organized propaganda to induce the whole world to 

Note. — The statement in the text as to the action of the Paris Conference of 1867, 
was based upon the report made of it to the United States Secretary of State by 
Samuel B, Ruggles, the American delegate to the conference. What the conference 
actually did recommend was an agreement upon a gold coinage for international use, 
the exact practical measure proposed being that there should be in the English sove- 
reign and the American half-eagle the same amount of gold as in a twenty-five franc 
piece to be coined by France. As to silver, the conference did not require or recom- 
mend its demonetization, but only that countries having the double standard should fix 
such « relation between the two me'tals as would not exclude gold from actual circu- 
lation. Mr. Ruggles was so incensed with this recommendation, which, as lie truly said, 
recognized the continued existence of the double standard, that he refused to vote on 
the resolutions. But afterwards, in his report to the State Department, he saw fit to 
state that the conference recommended a universal single standard of gold, and this 
account was generally supposed, in this country, to be correct, until the error of it 
was exposed in the report made in 1877 by the United States Monetary Commission. 
The resolutions of the Paris Conference were voted for by many delegates, notably 
by M. Mees, President of the Bank of the Netherlands, who were opposed to a uni- 
versal single standard of the same metal, whether it was gold or silver. It is true, 
however, that the general tone of the discussion in the conference pointed decidedly 
towards a single gold standard for the world, at some indefinite period in the future. 
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adopt the gold standard, and thus entirely to deprive silver 
of its character as one of the two precious metals, is 
something of an entirely different nature. By demonetizing 
one of the precious metals, it reduces the mass of money by 
one-half, with all the inconceivable consequences of such a 
reduction. That idea, as we have said, dates no farther back 
than 1867. England had no such idea in 1816, nor since, 
and the proof of that is the fact that in the greater part of 
her dominions, and among the overwhelming majority of 
her subjects who are in India, she has long acquiesced in 
the policy of maintaining silver as the sole standard ; and it 
is no secret that she never entered heartily into the propo- 
sition of the Paris Conference of 1867. In fact, her Prime 
Minister, Disraeli, in 1873, when that policy began to be put 
into actual practice by Germany, manifested his repugnance 
to it in terms altogether unmistakable. 

The danger with which we are menaced is thus wholly 
new. It is fundamentally different from the movement of a 
single nation to the standard of gold, counteracted by the 
movement of another nation to the ' standard of silver, and 
rendered harmless by the general immobility of the mass of 
mankind in the old way of the double standard. What we 
are confronted with is an avowed policy of demonetizing 
silver the world over, and a series of measures looking to 
that fatal end, and demanding instant and energetic meas- 
ures of resistance. No calamity so wide-reaching, so mo- 
mentous, and so appalling, has ever threatened the human 

race. 

The German example has been followed by the Scandina- 
vian States. Holland, although not demonetizing silver 
has left the coinage of it to the discretion of the executive 
authorities, and taken from private persons the right to de- 
mand it. [ See Note?[ Belgium, Switzerland, Italy, France — 

Note — It is a common impression that tlie movement to a gold standard by tlie Scan- 
dinavian States, and Itie tendency in tile same direction, so far as it exists in Holland, 
Belgium and Switzerland, arc due to the pressure of the fact that the adjoining and 
great empire of Germany adopted the gold standard in 1871. But the European nations 
have never heretofore regarded a difference of currencies between themselves and their 
neighbors, as of any consequence. A monetary commission of Sweden had reported as 
early as 1869 in favor of a single gold standard. The report in 1873, of a Dutch men- 
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constituting what is called the Latin Union, made an agree- 
ment in 1874 to limit any further silver coinage to certain 
annual sums. The French authorities describe this measure 
as "transitory," to meet a temporary and abnormal depreci- 
ation of silver, and as not in conflict with their policy of 
the double standard, as established in 1803. It is easy to 
conceive that France may have judged it most politic to 
temporize in this way. But it is idle to disguise the fact 
that tKis degree of yielding, however necessary in a political 
sense it may have been, aggravates the very mischief of the 
depreciation of silver, which constitutes the excuse for yield- 
ing at all. The bolder and safer policy for France would 
have been to leave the double standard to its free and natu- 
ral action, as she did twenty years ago under the exact con- 
trary fact of the threatened depreciation of gold from the 
California and Australian supplies, then in full flood. She, 
at that time, refused either to demonetize gold, or to restrict 
the right of the owners of gold bullion to demand its coin- 
age ; and by absorbing in her own currency the new sup- 
plies of gold, saved it from depreciation, with no disadvan- 
tage to herself, and with the absolute advantage of whatever 
profit she obtained on the silver she parted with. The same 
course now would have arrested the depreciation of silver. 
The French currency would have absorbed what Germany 
was obliged to sell at a loss, and France would have sim- 
ply returned to her condition in 1850, with two profits — first, 
in exchanging silver for gold, and next, in exchanging gold 
for silver. 

How far France may have been influenced in her recent 
action by writers and influences among her own people 
favorable to the gold standard, it is not possible at this dis- 
tance accurately to judge. There are interests in France, as 
elsewhere, to be benefited by such a standard, and it is not 
in the nature of such interests, when aroused by the hope 

etary commission, assigned as a reason for the gold standard, that it would preserve 
the steadiness of the value of money, against existing tendencies towards depreciation. 
That was a reason wholly independent of anything Germany may have done. The 
truth clearly is, that a gold party had been organized in all the European nations, 
imder the teachings of Chevalier, and Germany in 1871 only led the way. 
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of gain, to be inactive. And it is not safe to assume that 
the partial and " transitory " concession made to them by- 
France may not become complete and permanent, if the 
acquiescence of ocher nations becomes more general. 

It is a hopeful sign to the contrary, that the opposition 
of the Bank of France to the single standard of gold is as 
resolute as ever — M. Rouland, its governor, having pro- 
nounced in the French Senate as late as March 21, 1876, as 
follows : — 

This was not the first time that the relative value of gold 
and silver had varied, and the country was accustomed to 
such changes. He admitted that the difference in value was 
greater than before, but the conclusion must not be drawn 
that silver should now be demonetized. He did not partake 
of M. de Parieu's fears, and hoped that both metals, which 
had for centuries rendered such services to France and to 
Europe, would be preserved as money. 

But undoubtedly the country whose action is the most 
important in determining the degree of the danger of such 
a calamity as the demonetization of silver, and which has 
the most certain power to avert it, is the United States. 
With a population now actually exceeding that of either 
Germany or France, and by the end of this century to be 
equal to the population of both ; dominating the new hemi- 
sphere by numbers, position, and prestige, while fronting 
the old on both its European and Asiatic sides ; itself the 
farthest west, at which the star of empire, having completed 
the long circuit of the globe, must stay its occidental 
march ; expanding in wealth and commerce with each suc- 
ceeding day ; teeming already with numbers, and tenfold 
stronger by the shadow cast before of the innumerable pos- 
terity held in its lusty loins ; — America is not to receive the 
law, but to give the law to the nations. On this question, 
at any rate, upon which Europe is divided, the domination 
of America is easy and certain ; and even against united 
Europe it would be assured, on the side of the plain inter- 
ests and immemorial traditions of mankind. It is not 
America, which has at the mouth of the Hudson the future 
and greater London of the world, which must conform its 
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finances to a modern fashion in Threadneedle street. If the 
national pride of America rose to the just proportions of 
her actual and prospective greatness, the proposition to 
change our Constitution in its most vital point would be 
maintained, if maintained at all, upon quite other grounds 
than our inability to sustain our own chosen standard of 
values. 

That the general abandonment of either of the metals as 
money would reduce by so much the standard of the world's 
values, is admitted by all respectable authorities. Those who 
still, upon any intelligible grounds, sustain that" policy, ad- 
mit that the demonetization of silver curtails to that extent 
the mass of money, but insist that such a curtailment is 
only an offset to the increased and increasing quantity of 
gold," and that under the counteracting influence of demone- 
tizing silver while the auriferous supplies are augmenting, 
the stability of the world's standard will remain unaffected. 
The answer fails, both in the fact which it assumes and in 
its philosophy. What we certainly know is, that the pro- 
duction of gold, although much larger than before the mines 
of California and Australia were discovered, has diminished 
by one-third since the supplies from those sources were at 
their greatest height, and seems for the present to be stead- 
ily declining. The future of mining is of course obscure, 
but it is reasonably clear, at any rate, that it must require 
long years of an annual gold increase to make up the loss 
of the unknown but vast mass of silver — the accumulation 
of all the ages — and that if, by possibility, the equilibrium 
may be restored for our children, the present generation will, 
beyond peradventure, be ruined by its present overthrow. 
On any view of our duty to posterity, we owe them no such 
sacrifice as that. 

But while denying that any increase of both the metals 
combined, beyond the increase of the world's wealth and the 
increased need of money, is either proved or probable, we 
wholly fail to see why we should reject such a beneficence 
of nature, if, in truth, it is offered to us. In the language 
of Mr. Hunter, "What harm can arise from any probable 
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increase of the precious metals, if both are allowed to swell 
the volume of currency ? On the contrary, a more beneficial 
event for the trade, the industry, the moral and political 
condition of the world, could scarcely be imagined." 

The force of the objection to the general adoption of 
the gold standard, that by reducing the mass of money it 
would disastrously reduce prices, is fully admitted in a work 
entitled Money and the Mechanism of Exchange {1875), by 
Professor Jevons, although he has the prejudice in favor of 
that standard natural to an Englishman. His general ability 
and special knowledge of this subject, on which he has 
long been a distinugished writer, guarantee that the answer 
he makes to this objection is the most available and the 
best possible to be made. We will give it in his own 

words : — 

M. Wolowski has earnestly warned Europe against the 
danger of abrogating the law of the double standard, and 
demonetizing silver. Germany, in adopting a gold standard, 
is causing a considerable demand for gold, and at the same 
time throwing many millions of silver coins upon the mar- 
kets. . . . M. Wolowski asserts that if this demonetiza- 
tion of silver be extended, there must ensue a disastrous 
rise in the value of gold, thus rendered the sole standard of 
value. All debts, private and public, will be legally due in 
this metal, and all burdens will be greatly increased. . . 

Agreeing that M. Wolowski is entirely correct in an abstract 
point of view, and is justified to some extent by the course 
of events, . . . the question seems to be entirely one 
of degree, and in the absence of precise information is quite 
indeterminate. If all the nations of the globe were sudden- 
ly and simultaneously to demonetize silver, and require gold 
money, a revolution in the value of gold would be inevita- 
ble. But M. Wolowski seems to forget that the nations of 
Europe constitute only a small part of the population of the 
world. The hundreds of millions who inhabit India and 
China, and other parts of the eastern and tropical regions, 
employ a silver currency, and there is not the least fear 
that tiiey will make any sudden change in their habits. The 
English government has repeatedly tried to introduce a gold 
currency into our Indian possessions, but has always failed, 
and the gold coins now circulating there are supposed not 
to exceed one-tenth of the metallic currency. Although the 
pouring out of forty or fift}' millions of silver from Ger- 
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many may for some years depress the price of the metal, it 
can be gradually absorbed without difficulty by the eastern 
nations. . . . An extensive monetary change is hardly tO' 
be expected in Russia. . . . Like changes are impossible 
among the poor, ignorant, conservative natives of India, 
China, and the tropics generally. Hence we arrive, as it 
seems to me, at a broad, deep distinction. The highly civ- 
ilized and advancing nations of western Europe and North 
America, including also the rising States of Australasia, and 
some of the better second-rate States, such as Egypt, Brazil, 
and Japan, will all have the gold standard. The silver 
standard, on the other hand, will probably long be main- 
tained throughout the Russian empire, and most parts of the 
vast continent of Asia ; also in some parts of Africa, and 
possibly in Mexico. Excluding, however, these minor and 
doubtful cases, Asia and Russia seem likely to uphold silver 
against the rest of the world adopting gold. In such a re- 
sult tijiere seems to be nothing to regret. 

Here we have a full, although somewhat reluctant, admis- 
sion that " a disastrous rise in the value of gold," by which 
"all burdens will be greatly increased," would result from 
any sudden and general adoption of gold as the exclusive 
standard. But at the same time the author does not hesitate 
to urge this standard, and without any suggestion of delay, up- 
on both Europe and America, under the quieting assurance 
that there is no danger that their example will be followed 
elsewhere, and that, at any rate, Russia and Asia can be 
relied upon to resist the mischief. We are asked to let in 
the flood, in the confidence that it will be arrested in its 
career of ruin by somebody else. " There is not the least 
fear," he hopefully declares, "that India and China, and 
other parts of the eastern tropical regions, will make any 
sudden change in their habits." He believes that " some 
parts of Africa," and " possibly Mexico," will hold out, but 
that, come what may, " Asia and Russia will uphold silver 
against the rest of the world." 

Eastern Asia presents two great masses of popj^ilation, 
in ■ China and British India. What guarantee can we have 
that China will not adopt the gold standard at any day or 
any moment ? What " outside barbarian " really knows 
anything about the political influences which govern at 
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Pekin ? We know that Japan adopted the gold standard 
in 1 87 1. If America and Europe, and the rising empires in 
Australia, with all of whom China has trade relations, dis- 
card silver, why should the " flowery kingdom " retain it ? 
What is there to restrain China from yielding to influences 
which, as we see, once effectually controlled the policy of 
Japan ? With India the case is still worse. Of the secret 
springs of action in China we really know nothing, but of 
India we do know that it is a subject dependency of Great 
Britain. As the common law of England is said to exist in 
the breasts of the judges of England, so the political law of 
India exists always in the breast of the prime minister of 
England. Victoria's recent assumption of the title of Em- 
press of India is only a new recognition of a fact which was 
achieved at the mouth of the cannon by Lord Cli'^e, by 
Warren Hastings, and by Wellington, years before Victoria 
was born. Professer Jevons does not point out the years, 
or the circumstances, or the strenuousness of the " repeated 
trials " of England to intproduce the gold standard into India. 
It is our misfortune, in the course of a reading on this gen- 
eral subject — possibly careless, but certainly extensive enough 
— never to have discovered one such "trial." If Tooke is 
to be relied on {^History of Prices, vol. 6, pp. 722-3), gold, 
equally with silver, was a tender in India previous to Sep- 
tember 1, 1835. Undoubtedly, England must govern a de- 
pendency, even if one conquered and held by the sword, 
with a reasonable regard to the interests and opinions of the 
governed, and it is not probable that even with exclusive 
reference to her own interests she would to-day, when she 
is smarting under the gold movement of Germany, impose 
that standard upon India. |But it is not in America that 
Professor Jevons will find people credulous enough to be- 
lieve that when she thinks the time has come, and seriously 
sets alMut it, she will fail to establish gold as the standard 
in a currency of which it already forms one-tenth part. Al- 
though a creditor nation, with all the world indebted to her, 
and therefore interested always to appreciate the value of 
money, England is controlled by statesmen too wary to be 



157 

hurried into mistakes. But we need some better security for 
the retention of silver in its place in the world's currency 
than eastern Asia, of which one-half is in the palm of Eng- 
land's hand, and of which the other half is certain to be 
compelled to follow where the British half leads the way. 

No ! It is only because we are the masters of our own 
actions that we are the masters of our own fortunes. Wash- 
ington warned us not to leave our own to stand on foreign 
ground. We can maintain gold and silver as the standard 
of the world, if we maintain them as our own. This is 
solid rock. It is not in the obscure policies of Oriental na- 
tions, but in the safe and luminous path of our own fun- 
damental law, that we can find real security. Reckless be- 
yond all power of language would be that folly which 
would cut us loose from the moorings of our fathers, and 
turn over the money price of every roan's possessions, and 
the real effect of every man's contracts in America, to the 
arbitrament of each successive Prime Minister of England. 

It is not to England, nor to any other power, that America 
need play a second part. Not in our language, but in that 
of Professor Jevons ( Money and the Mechanism of Exchange,. 
p. 172), the United States, "as far as human wisdom can 
penetrate, is destined to be the most numerous, rich, and 
powerful nation in the world, and must have an importance 
in coming time of which even Americans are barely con- 
'scious." If we drift along in the wake of British finance, it 
will not be from helplessness, but from sheer supineness. 



PAPER NUMBER EIGHT. 

[First published Sept., 1876, in Boston Joitrnal of Commerce, as a letter to the Editors.] 

Silver not depreciated. 

It is commonly said that silver is now depreciated, and 
that nobody can. foresee to what extent the depreciation will 
go. But may not the real truth be that gold has appre- 
ciated, and that nobody can foresee to what extent the 
appreciation may go ? 

It is not denied that silver has fallen relatively to gold 
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and measured by its price in gold ; but it is equally unde- 
niable that gold has risen relatively to silver, and measured 
by its price in silver. But neither fact settles the question, 
whether silver has really lost any of its former value and 
purchasing power, as measured by general commodities, or 
whether gold has gained anything in such value and pur- 
chasing power. That is another question altogether, and to 
be determined, not by comparing the two metals with each 
other, but by comparing the rates at which they can now 
be exchanged for other property with the rates of such 
exchanges at former periods. 

Existing facts are so marked and notorious that it is 
quite unnecessary to quote prices current of merchandise or 
sales of real estate. Within the past three or four years 
which cover the period of the (so-called) depreciation of 
silver, both the metals have risen in exchangeable value for 
other property, silver rather less than gold, but both enor- 
mously and in all parts of the commercial world. One 
thousand Mexican silver dollars will buy twice as much 
real estate as they would three years ago, either in Boston 
or New York, and of labor, perhaps not twice as much, but 
a close approximation to that. Gold dollars have appre- 
ciated, to be sure, even more ; but it is not the less true 
that silver dollars have appreciated also. 

Under the double standard it is just, because according to 
the contract, to pay creditors in silver. They suffer no in- 
justice in being obliged to receive it. It is equally true that 
they would now suffer no loss by it. This only can be 
said, that they do not profit quite so much as they would if 
they received gold. They are gainers, whichever metal they 
receive, by the same general appreciation of money, which 
inflicts loss upon debtors. Neither the gain nor the loss is 
to be complained of. Those who enter into time contracts 
in relation to money take their chances as to the ebb and 
flow of markets. 

Albert Gallatin, always acute, was never more so than in 
his letter, addressed to the Treasury Department, December 
31, 1829, in defence of the double standard of money, pre- 
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scribed by the Constitution of the United States. To the 
objection that it gives the debtor the option of paying al- 
ways in the metal cheapest at the time of payment, he makes 
two replies : 

First. That in half the cases which occur, the metal cheap- 
est at the time of payment is the cheapest, not because it 
has fallen since the contract for payment was entered into 
but because the other metal has risen ; and that in such 
cases the creditor suffers no loss by being obliged to receive 
the cheapest metal, while the debtor would suffer both a loss 
and an injustice if obliged to pay in the dearest. 

Second. That the rise and fall in the value of both the 
metals, as compared with commodities, are more frequent 
and much greater than the fluctuations in their relative val- 
ue. And he therefore argues, that as nobody proposes to 
abandon the use of gold and silver as money on account of 
their fluctuations as a measure of the value, of commodities, 
there is less reason for objecting to their double, or alter- 
nate use, on account of their much smaller fluctuations rel- 
atively to each other. 

In this country the double standard was fixed by the 
Constitution, and whatever politicians may do, it will be so 
adjudged by the Supreme Court, "in spite of lamentations 
here or elsewhere." But neither creditors in this country 
nor the creditors of the nation, wherever they may reside, 
will suffer any loss by being paid in silver, which is con- 
stantly rising in its purchasing power, and will continue to 
do so unless, happily, new mines shall restore the equilibri- 
um between the supplies and the wants of mankind. But 
they will not be permitted to insist upon the exaction of 
gold, except where they have expressly stipulated for it. 
To permit that, with the whole world competing and scram- 
bling for gold, the production of which is constantly falling 
off, would bring all property to the auction block, make all 
pledges, real and personal, unavailable, and engulf creditors 
and debtors in one common ruin. 



i6o 



PAPER NUMBER NINE. 

[First published April, 1876, as a letter to Editors of New York Commercial Advertiser^ 

The house of Baring in favor of the double standard. 

Among the State papers, First Session of the Twenty-first 
Congress, No. 117, is a report from the Secretary of the 
Treasury, to which is appended, from British Parliamentary 
papers, an account of certain evidence given by Alex. 
Baring. 

The financial experience and authority of the house of 
Baring will give interest to this evidence, of which the fol- 
lowing will give a correct idea: 

[Extract from minutes of evidence taken by the Com- 
mittee for Coin, at the Board of Tiade, April 26, 1828. 
Alexander Baring, Esq., M. P., examined.] 

Question. Is it your impression that it is possible and 
desirable to maintain in this country a silver currency as a 
legal tender, founded on the proportion of silver to gold 
established in the currency of France, or something very 
near it, at the same time that we maintain our present silver 
currency, which is obviously not in that proportion, and 
that there would be an advantage in that system ? Answer. 
I have always thought so, and certainly think so still. I 
have no doubt about it. 

Q. The circulation of the country would then consist of 
a silver coinage of tokens, being a legal tender only to a 
limited amount, and a silver coinage being a legal tender to 
an unlimited amount, and a gold coinage. A. Exactly so. 

Q. What are the advantages which you contemplate from 
the addition to our present currency of a silver currency, 
consistent with the token silver issued in the manner you 
have described ? A. The value of a medium of circulation 
in a country where it is necessarily combined with much 
paper, and especially when the paper forms the larger por- 
tion, depends on its flexibility, on its power of contraction 
and expansion to meet the varying circumstances of the 
times. ... A sudden change from peace to war, a bad 
harvest, or a panic year arising from overtrading and other 
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causes, immediately impose upon the Bank of England, 
which is the heart of all our circulation, for the purpose of 
protecting itself, to stop the egress of specie ; sometimes 
even to bring large quantities into the country. These in- 
dispensable remedies are always applied with more or less 
of restriction of the currency and consequent distress. 
No care or prudence can enable the great bank to avoid oc- 
casional resort to those measures of defence ; and that sys- 
tem of currency is the best which admits of their being made 
the least frequently, and with the least effort and derange- 
ment. Now, it is evident that the bank, wishing to reinforce 
the supply of specie, can do so with infinitely increased fa- 
cility, with the power of drawing gold or silver, than if it 
were confined to one of the metals. . . That medium 

of legal tender is best which affords the best security against 
these forced operations. The greater the facility of the bank 
to right itself in these constantly recurring ebbs and floods 
in its specie, the greater will be the facilities of those who 
depend upon it, and the less frequent will be those sudden 
jerks and changes so fatal to credit and commerce. . . . 
That the efforts of the bank in 1825 for self-preservation 
made great havoc among its dependents throughout the 
country is well known ; and I believe it is equally so, that 
while it was rummaging every corner for gold, which could 
alone answer its purpose, it was sending large sums of sil- 
ver from its coffers, which were perfectly useless. 

To the question, whether it was possible to fix a legal 
ratio of the two metals, to which the market ratio would 
always correspond, he replied that it was not. He said that 
the market ratio " will vary with the variations in the rela- 
tive value of the metals, however wisely you may adjust 
the difference,'' and that as a consequence, under the double 
standard, " the practical currency may change from one to 
the other." But there was nothing in this which seemed to 
alarm him, or shake his conviction that the double standard 
was the best. On that point, he said : — 

In these matters practical experience is worth all the 
theories of mere speculation. The variation in France is 
seldom above one-tenth per cent.; it sometimes runs up to 
a quarter per cent. It has been, I am told, something 
higher on particular occasions. When the Bank of England 
was running all over the Continent for gold, this was the 
case. 

IT 
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Since this testimony of Mr. Baring was given, mankind 
have had nearly fifty years' observation of the fact that no 
commercial city in the world is so conspicuous for " sudden 
jerks and changes fatal to credit and commerce " as London, 
whose amazing accumulation of wealth should, as it would 
seem, secure stability and repose. The rate of interest at 
what Mr. Baring calls " the great bank " vibrates inces- 
santly, and oftentimes rapidly, between two and ten per 
cent, per annum. Mr. Baring ascribes these oscillations, 
making " havoc among its dependents," to the mistake of 
placing British finance on the narrow basis of gold, an 
opinion which their shrewd and watchful Dutch neighbors 
appear to have shared, and to such a degree that they 
abandoned the double standard in 1847 for a silver standard, 
in the hope of thereby escaping these notorious "jerks and 
changes" of London. It is frequently said that Holland 
demonetized gold under the same panic fear of the Cali- 
fornia gold flood, which controlled Belgium and Germany 
after 1850. This is a mistake. What was done in Holland 
was done before the mines on the Sacramento were known 
in Europe, and for the following reasons given by S. 
Visseringj Professor of Political Economy, in the University 
of Leyden, in a letter written last December, and published 
in January, in the Journal des Economistes : 

Because England, which, then almost alone, had the stand- 
ard of gold, was subject to frequent monetary crises, and 
that by adopting the same rule we should run the risk of 
being involved in those crises. 

Because the mass of silver in circulation, and the condi- 
tions of the production of that metal, gave it a fixity of 
value, to which gold could not pretend. 

Holland is a small, but enlightened, commercial, and very 
rich country, full of old banks and banking houses, and with 
colonial possessions in all parts of the world, which would 
be called vast but for the still greater colonies of Great 
Britain. Their repugnance to gold as involving them in the 
"jerks and changes" of the English money market, is as 
strong to-day as it ever was, and if they seem disposed to 
yield, it is because they feel the pressure of their immediate 
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powerful German neighbors. Professor Vissering says 
if they move in that direction, it is "because we are 
ged in spite of ourselves {malgre nous)." 

his Glasgow speech of November, 1873, admonishing 
)pe not to be too hasty in following the English exam- 
Disraeli said, they must remember that England did not 
me rich by means of the gold standard, but that it was 
iccumulation of wealth which enabled her to adopt it. 
night have added that it is only this same accumulation 
h enables her now to endure it. England is rich in 

of her gold standard, not in consequence of it. The 
; is too narrow for the superstructure, which sways un- 
lily with every breath of wind, and will be toppled over 
tie first serious gale. 

PAPER NUMBER TEN. 

published April, 1876, as a letter to Editors of New York Commercial Advertiser^ 

Albert Gallatin in favor of the double standard. 
1 the 31st of December, 1829, at the request of the 
sury Department, Albert Gallatin submitted his views 
L the relative value of the two precious metals, and 
[ various coinages, concluding with a defence of the 
lie standard of this country, and in opposition to the 
sh system of a single gold standard. Gallatin, during 
first epoch of our national history, had no rival as a 
cial authority except Alexander Hamilton, the suffrages 
le country being divided between them by party prefer- 
5, but the eminence of both being acknowledged by all. 
he question of the double standard, fixed by the Con- 
;ion, they were in perfect harmony. Hamilton's views 

given in his report of 1791 on the mint. If those of 
itin will weigh more at this day, it is because they 

given after the British system had been introduced in 
and had been tried in practice. In 1829 he had 
;d, full of honors, from public life, and had become 
head and pride of the bankers of our commercial 
apolis, and this is what he then said : 
eat Britain, till the year 1797, when the suspension of 
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cash payments took place, and all other nations to this day 
have used the two metals simultaneously without any prac- 
tical injury, and to the great advantage of the communities, 
though, in many instances, sufficient care had not been 
taken to assimilate the legal to the average market value of 
the two metals. A fact so notorious, so universal, and so 
constant is sufficient to prove that the objection, though the 
abstract reasoning on which it is founded is correct, can 
have no weight in practice. 

The whole amount of inconvenience arising from the sim- 
ultaneous use of the two metals consists in this : Their rel- 
ative value being fixed by law, if this changes in the market, 
the debtor will pay in the cheapest of the two metals, at a 
rate less than the standard agreed on at the time of making 
the contract. 

Upon this Mr. Gallatin observes that it will not be true 
that the debtor pays less than was agreed, unless " the change 
in the market price is due to a fall in that of the metal in 
which he pays his debts," and that "if the change is due to 
the rise " of the other metal, he pays all that was agreed. 
But, answering further, he says : 

But the true answer is, that the fluctuations in the relative 
value of the gold and silver coins, arising from the demand 
exceeding or falling short of the supply of either, are less 
in amount than the fluctuations, either in the value of the 
precious metals as compared with that of all other commod- 
ities, or in the relative value of bullion to coin, and even 
than the differences between coins, particularly gold coins, 
issued from the same mint ; and therefore, that those fluctu- 
ations in the relative value of the two species of coins, are 
a quantity which may be neglected, and is, in fact, never 
taken into consideration at the time of making the contract. 
. , . The simultaneous rise and fall of the two metals, in 
relation to all other commodities, though not susceptible of 
being precisely valued, does often take place to a greater 
anlount than any of the other fluctuations. It is evident 
that whenever such rise does take place, whether generally 
or on the spot, it is an advantage to be able to resort to 
both the metals ; and that if the rise is only on one of the 
metals, for which there happens to be a greater demand, and 
that should be the sole legal tender, it will be exported, and 
diminish in a most inconvenient way the whole amount of 
specie — a diminution which, in that case, cannot be remedied 
by resorting to the other metal, which is not a legal tender. 
That inconvenience is still greater when gold is the metal 
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selected for currency to the exclusion of silver, the annual 
supply of this' last metal being much larger in value than 
that of gold. 

Commenting upon the English policy of demonetizing 
silver, Mr. Gallatin says : 

But not only has England by that experiment, in the face 
of the universal experience of mankind, gratuitously sub 
jected herself to actual inconvenience for the sake of adher- 
ing to an abstract principle, but in so doing she has 
■departed more widely from known principles and from 
those which regulate a sound metallic currency. Whilst 
pretending to exclude silver, she admits it, and makes it a 
legal tender for all that multitude of daily purchases and 
contracts under forty shillings, at an overrated price. 

Even if the precedent were good it could not be con- 
veniently adopted in the United States. To the exclusion 
of silver there are great objections. The American dollar, 
or 371 1-4 grains of pure silver, is the unit of money and 
standard of value on which all public and private contracts 
are founded. 

What would have been the amazement of Albert Gallatin, 
if he had lived until 1873, when public, corporate and 
individual debts had attained a magnitude never dreamed 
■of in his day, the national debt two thousand millions, 
State and muncipal debts as much more, and other debts 
perhaps ten times as much, but all "founded" on "the 
American dollar, or 371 1-4 grains of pure silver," as "the 
standard of value," and all payable in that standard ; to 
have witnessed the spectacle of a Congress of the United 
States enacting in sheer carelessness that all debtors, 
including the nation, should be deprived of their plain 
and essential rights, and condemned to pay in the single 
metal of gold, certain to be carried by the universal 
scramble for it to an unheard-of price, as measured in all 
property, real and personal ? 

Justly did the eloquent Frenchman, Wolowski, exclaim : 

The omnipotence of the law raises an insurmountable bar- 
rier. The public conscience protests against all retroactive 
provisions, and of that character would be the taking away 
of the right of paying in either gold or silver, under which 
individuals and the State have entered into their obligations. 
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PAPER NUMBER ELEVEN. 

[First published as a communication in tlie N. Y. Banker's Magazine, Sept., 1875.7 

Changes from gold to silver under the operation of the double 

standard. 

The first Lord Liverpool may be said to be the author of 
the British single standard of gold. He had recommended 
it in a letter to the King on the coinage in 1805, and it was 
under the second Lord Liverpool as Prime Minister, in i8i6, 
that it was established by law, The main reason for it, as- 
signed in the letter of 1805 on the coinage, was the follow- 
ing : 

From the beginning of the reign of James I to William 
III gold and silver coins .were alternately exported, to the 
great detriment of the public, as often as individuals could 
profit thereby. 

Lord Liverpool does not point out in what this '^ great 
detriment to the public" consists, and it will be found upon ex- 
amination that there is no ^^ detriment" in it, ^' great" or small, 
but on the contrary, a positive profit and advantage. 

It is undoubtedly true that the double standard, giving ta 
the debtor the option of the metal in which he will pay, 
insures the most general circulation of the metal which is 
the cheapest for the time being. As gold is sometimes the 
cheapest, and sometimes silver, they will be, of course, alter- 
nately exported, but the resulting "great detriment to the pub- 
lic" is not apparent. 

The late Alexander Baring was not aware of any "detri- 
ment" having been experienced in England. In his testi- 
mony before a Parliamentary Committee, in 1828, he ad- 
mitted that the market rates between the two metals, "will 
vary with, the variations in the relative value of the metals, how- 
ever wisely you may adjust the difference" and that as a conse- 
quence, under the double standard, "the practical currency 
may change from one to the other." But he was unable to see 
any disadvantage in that, and continued to insist that 
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England should return to the double standard, abandoned 
twelve years before. 

The first example of the kind in our own national history, 
commenced in 1821, when, in consequence of a large demand 
for gold in England, where gold payments were then re- 
sumed, there was a premium on gold large enough to take 
it out of our circulation and send it abroad. This continued 
until 1834, when Our legal ratio of gold to silver was 
changed, and gold became rather the cheaper metal of the 
two at the new prices fixed by the mint. 

While this gold exportation was going on, there was some 
alarm and some agitation in favor of a single standard. 
The evidence of this agitation will be found in a report 
made to Congress by the Secretary of the Treasury, May 4th, 
1830, and the papers accompanying it. Among them will be 
found a copy of the testimony of Alexander Baring, given 
in 1828, exhibiting the disastrous fluctuations of such a nar- 
row standard as gold alone, and an energetic remonstrance 
of Albert Gallatin against the demonetization of silver ; Mr. 
Gallatin declaring that all public and private contracts in 
America had been entered into on the basis of the dollar of 
so many grains of pure silver. A letter of Samuel White, 
cashier of the U. S. Bank at Baltimore, is also found, ex- 
hibiting high intelligence and a thorough knowledge of every 
detail of the case. Mr. White was quite unable to see that 
"great detriment to the public " which so afflicted Lord Liver- 
pool. Of the drain of gold, and the substitution therefor of 
the other metal, he says : 

If any evil or real inconvenience has been experienced, I 
must confess my inabilty to preceive it. The matter appears 
to resolve itself into the simple calculation, whether or not 
we have sustained pecuniary loss by the conversion of the 
gold portion of our specie into silver coin, at the rate of 
five per cent, premium which was obtained. 

The gold thus experted would be sure to come back 
again on the next turn of the market, and with a new 
profit on the silver exported in its place. It is true that 
"individuals" might "profit thereby," but those individuals 
would be our citizens, and their profit would be at the 
expense of foreigners, and not at our expense. 
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It is true that if the exportation was of silver, the neces- 
sary medium of the smaller exchanges, there would be an 
inconvenience, but that is easily met by the expedient of a 
token currency, which we actually adopted in 1853, suffi- 
ciently reduced in value to be unavailable for export, and 
yet not so much reduced as to be unacceptable for the uses 
made of it. They would always be current as ^'voluntary money," 
( which is a phrase of Mr. Gallatin,) if not issued in excess 
of the demand for such coins. Either by force of law, or 
by a pressure of convenience equal to the force of law, 
small silver tokens can be so maintained in common use, 
that mischief will not result, if an oscillation of market 
values sends the mass of our silver abroad, and substitutes 
gold for it. The reserves of banks and of public treasuries 
and private hoards, would, in such a case, be of gold rather 
than silver. Undoubtedly silver is better for the two first 
purposes, as affording less facilities for robbery. 

The agitation of 1830 was disposed of by a report made 
to the U. S. Senate by Mr. Sanford, ( Senate document. 
No. 3, second session. Twenty-first Congress,) in which it is 
well said : 

Experience has shown that a suitable adjustment will, 
in general, secure adequate portions of the two species of 
coins during a long period. Minute variations in the rela- 
tive value of gold and silver, occur without end ; they are 
generally of short duration ; and they are, in general, vibra- 
tions which compensate each other, and leave the average 
of relative value unvaried. 

The necessity of occasional adjustments is a small incon- 
venience, when compared with the great inconvenience of 
using only one of the metals ; and such has been the 
experience of mankind. 

Strange indeed, must be that policy which can tolerate 
five hundred different kinds of paper money, and cannot 
tolerate both gold and silver. 

The Constitution of the United States evidently contem- 
plates that the money of tliis country shall be gold and 
silver. Our system of money, established in 1792, fully 
adopts the principle that it is expedient to coin and use 
both metals as money, and such has ahvaj-s been the 
opinion of the people of the United States. 
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The next agitation followed the California discoveries of 
1848, which relatively cheapened gold and caused silver to 
be exported, and to a degree which caused a troublesome 
scarcity of small change. This diiRculty was met by the 
act of 1853, creating a small silver token currency of 
reduced value. This act was matured and presented to 
the Senate in 1852, by Mr. Hunter, Chairman of the Finance 
Committee, with an elaborate report. It is truly remarkable 
that such an act should be treated as demonetizing silver. 
It did no such a thing. On the contrary, Mr. Hunter 
denounced the adoption of either one of the metals alone, 
as ruinous to debtors, to property and to industry ; declar- 
ing : 

The mischief would be great indeed, if all the world 
were to adopt but one of the precious metals as the stand- 
ard of value. To adopt gold alone, would diminish the 
specie currency more than one-half ; and the reduction the 
other way, should silver be taken as the only standard, 
would be large enough to prove highly disastrous to the 
human race. 

The act of 1853, left the silver dollar untouched, a full 
legal tender for all sums, and its coinage demandable as of 
right by any depositor at the mint of silver bullion. And 
in point of fact, confidently as it has been affirmed that its 
coinage practically ceased in 1853, and that it was unknown 
as a coin for twenty years prior to 1873, the official returns 
of the mint show that the average annual coinage of it 
increased six-fold after 1853. And it is apparent that a 
portion of this subsequent coinage was for the purpose of 
circulation in this country, and not "or export. 

The total coinage of the silver dollar at Philadelphia and 
the branch mints, from 1792 to 1873, was $8,045,838, or at 
an average rate of one hundred thousand dollars per annum. 
The coinage in the three years from 1859 to 1861, both in- 
clusive, was f 1,488,930, and that this was for home use, is 
shown by the fact that it dropped suddenly from $559,930 
in 1861 to only seventeen hundred and fifty dollars in 1862, 
when the currency of the country became paper and the 
metals were no longer used. The coinage for the five years 
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from 1869 to 1873, both inclusive, was $3.S38,7io- This was 
from the new mines in Nevada, and was manifestly for 
export. 

The period when the silver dollar was not coined, was not 
after 1853, but from 1806 to 1835, both inclusive, when not 
one was struck; but that did not demonetize it. [See JVofe.] 
The same fact of a temporary non-coinage happened in 
respect to gold after 182 1, when the resumption of gold 
payments by the Bank of England had made gold dearer. 
It was not carried to our mint for coinage, after 1821, for 
a dozen years ; but that did not demonetize it. Nor was 
silver demonetized by the temporary relative rise of it, as 
a consequence of the California and Australian discoveries. 
It has already fallen again, and, but for the clandestine, 
surreptitious and really fraudulent alteration in our coinage 
laws in 1873 and 1874, it would be silver and not gold 
which would be carried to the mints just as soon as the 
displacement of legal-tender paper gave room for the cur- 
rency of the precious metals. 

What happened in this country after the California dis- 
coveries, the displacement of silver by the cheaper gold, 
down to 1862, when paper displaced both, is well recol- 
lected. Silver was kept in the small channels of circulation 
by the expedient of tokens, but bank reserves changed from 
silver to gold. No "detriment of the public" was perceived 
by anybody, and none occurred. 

The same thing happened at the same time and from the 
same cause in France, but on a much larger scale, as that 
country has always used a much greater proportion of 
metallic money than the United States. Down to 1859, 

Note. — The cause of this thirty years' discontinuance of the coinage of the silver dol- 
lar, was discovered in the winter of 1878, in the copy, among the papers of the State. 
Department at Washington, of the following letter: 

Department of State, May x, 1806. 
Robert Patterson, Esq.. Director 0/ the Mint. 

Sir: — In consequence of a representation from the directors of the Bank of the United 
States that considerable purchases have been made of dollars coined at the Mint for 
the purpose of exporting them, and as it is probable further purchases and exportations 
will be made, the President directs that all silver to be coined at the Mint shall be of 
small denominations, so that the value of the largest pieces shall not exceed half a 
dollar. I am, sir, etc., James Madison. 

As will be seen, tne administration of President JeiiEerson had not made the discov- 
ery that the greatest merit in money is to have it of a kind best adapted to exportatioa. 
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France had exchanged after the California discoveries not, 
less than five hundred millions of dollars of silver for gold. 
The mint returns justify an estimate one-fifth higher than 
that, and the exchange of silver for gold continued for some 
time after 1859. Undoubtedly France made a, profit in 
exchanging one kind of money for another temporarily 
cheaper, and would have made a new and greater profit 
recently, if she had left the double standard to its natural 
and beneficent action, and taken back silver freely in ex- 
change for gold. This would have left her with the same 
currency she started with in 1850, plus two profits drawn 
from the oscillations of the markets. If she has lost the 
last profit it is because she has been obliged, since 1874, so 
far to yield to the clamors of the single gold standard 
theorists, as to restrict the silver coinage within narrow 
limits. 

Nobody pretends that there was any " detriment of the pub- 
lic," in France, in the change from silver to gold, and no- 
body can show that there would now be any in the change 
back from gold to silver. 

In testimony given in 1869, before a government monetary 
commission, the French Baron Rothschild said : 

In countries with the double standard, the principal circu- 
lation will always be established of that metal which is the 
most abundant. It is scarcely twenty years ago, that silver 
was the principal element in our transactions. Since the 
discoveries of the California and Australian mines, it is gold 
which has taken its place. The partial replacement of silver 
,by gold, which has taken place in these late times, has been 
effected without inconvenience. They now demand that sil- 
ver should be demonetized, as fifteen years ago they de- 
manded that gold should be. The French Government 
wisely refused to demonetize gold then, and it will be equally 
wise to refuse to demonetize silver now. 

The only plausible objection to now leaving the double 
standard to operate freely in France, is, that although she 
would gain five or ten per cent, by substituting silver for 
gold, she might lose in the end vastly more than that, by a 
large and permanent depreciation of silver. The legal ratio 
of gold to silver in the French coinage is fifteen and a half 
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to one. The future of markets is, of course, uncertain, but 
we have an experience of forty centuries to be governed by 
in this case. Fifteen and a half to one, is a ratio consider- 
ably higher than gold has borne to silver, on the average of 
all past times. Mankind will be slow to believe that there 
is not as much intrijisic value in fifteen and one-half tons 
of silver, as there is in one ton of gold, and that an ex- 
change of gold for silver on that basis is not quite as likely 
to result in a profit as in a loss. 

Silver is just now temporarily depreciated relatively to 
gold by its demonetization in Germany, as it was by the 
resumption of payments in gold by the Bank of England, 
in 1821. In the English case it was gold that was appreci- 
ated, no silver being thrown out of circulation ; the previous 
currency having been Bank' of England notes. In the Ger- 
man case, not only is gold required for a new use, but 
silver is forced upon the markets of other nations. This 
makes the effect greater, but it will be temporary if France 
adheres to the double standard, and if specie payments are 
resumed by the United States, as they manifestly never can 
be without a restoration by us of the constitutional money 
of gold and silver combined. 

If the view is limited to the relative production of the 
two metals, without reference to actual or threatened demon- 
etizations of either, and without reference to changes in the 
relative consumption and use of the two, silver is the most 
likely to rise and therefore the safer metal to hold. On the 
average , of the century prior to the California discoveries, 
the production of silver was not far from fifty times as 
much in weight, and three times as much in value, as the 
production of gold. The California mines turned the scale 
and gave a large excess in value to the gold production. 
This excess, although diminishing, still continues, and is not 
likely to be wholly overcome very speedily. On the average 
of the four years ending with and including 1875, the value 
of the gold produced was to that of silver as three to two. 
It is plain, that if gold maintained a ratio of fifteen or six- 
teen to one of silver during an entire century, with a pro- 
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duction of only one-third as much in value, that its con- 
tinuing to maintain so high a ratio in the face of a 
production exceeding that of silver in value, must depend 
upon special circumstances, and must have a good many- 
elements of precariousness in it. One of these special cir- 
cumstances we know, which was the absorption of gold in 
the currencies of countries having the double standard ; 
notably in France. Another one, now existing, is the adop- 
tion of an exclusive gold standard by Germany and the 
adjoining Scandinavian States. And undoubtedly, if the 
whole world can be induced to follow that mischievous 
example, the ratio of gold to silver would be carried to 
unheard-of figures, while the prices of property and labor as 
measured by the new standard of gold only, would sink to 
the level of the most depressed period of the Dark Ages. 
But this will not happen, because it cannot happen without 
the assent and concurrence of America, which can never be 
obtained. And it is therefore true, that while the production 
of gold so largely exceeds the ratio to that of silver which 
it maintained for the century prior to 1848, the chances are 
that it will fall. The nations which get rid of their gold at 
the present prices in silver, are the ones likely to profit by 
the exchange. 

In all aspects, therefore, we need have no fear of practical 
ill effects from a firm adherence to the double standard of 
the Constitution. If every dollar of our gold coins leaves 
the country, it would only be what happened after 182 1 and 
down to 1834. We shall part with it at a good bargain and 
it will come back at the next turn of the tide. If foreigners 
choose to pay for it an extravagant price, the loss is theirs, 
not ours. By selling it freely for silver we shall restore the 
normal equilibrium of the metals. Nobody need sleep less 
soundly because the reserves in the national treasury, and 
in the banks, are silver instead of gold. The "■great detriment 
of the public " which Lord Liverpool saw in the outflow, al- 
ternately, of gold and silver, is the idlest of fancies. If our 
gold goes and never comes back, we can flourish upon silver, 
as well as Amsterdam and Hamburg, which have had no 
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other money during the greater part of their commercial ex- 
istence. But we may rely upon it, that it will come back 
and with a round profit. Those who buy it at a ratio of 17 
to I will be the losers. Our legal ratio, of 16 for i, is itself 
above the average market ratio for the past two centuries, 
and above the probable ratio for the future. 
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' [ First published in Banker's Magazine for October, 1876. ] 

Of the three standards — of gold and silver combined, of silver 
alone, and of gold alone — the double standard is the most stable, 
and the gold standard is the most unstable. 

Of the many considerations which establish the greater 
stability of the double standard, the three following seem to 
be the most conspicuous : 

I. The larger the mass of the existing stock of money, the 
less is the effect produced by sudden augmentations of it. 
The same sum which adds ten per cent, to one milliard of 
dollars adds only five per cent, to two milliards. Mr. Jevons, 
although deeming it his duty as a loyal Briton to advocate 
the gold standard, admits this element of the superior sta- 
biltty of the double standard. In his work on Money (1875), 
he says : s 

The so-called double standard system of money spreads 
the fluctuations of supply and demand of gold and silver 
over a larger area, and maintains both metals more un- 
changed in value than they would otherwise be. 

It cannot prevent < both metals from falling or rising in 
value, compared with other commodities, but it can throw 
variations of supply and demand over a larger area, instead 
of leaving each metal to be affected merely by its own 
accidents. 

Imagine two reservoirs of water, each subject to independ- 
ent variations of supply and demand. In the absence of 
any connecting pipe, the level of the water in each reservoir 
will be subject to its own fluctuations only. But if we open 
a connection, the water in both will assume a certain mean 
level, and the effect of any excessive supply or demand will 
be distributed over the whole area of both reservoirs. The 
mass of the metals — gold and silver — is exactly represented 
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by the water in these reservoirs, and the connecting pipe is 
the law which enables one metal ta take the place of the 
other as an unlimited legal tender. 

2. The supply of the two metals combined can never be 
more unsteady than that of either alone, and is almost 
always more steady. If it be supposed that a sudden en- 
largement, or a sudden falling off, shall occur at one and 
the same time in the production of both the metals, the 
fluctuation of the supply of both would not be, even in 
such a case, any greater than the fluctuation of the supply 
of either alone. But this simultaneousness of increase or 
decrease of supply is very little likely to occur, and has 
not in fact occurred since the discovery of America. That 
was a capital event in the history of mankind, augmenting 
the supply of both the precious metals, and producing a fall 
in the purchasing power of money. But no new continents 
remain to be discovered. Undoubtedly new discoveries are 
possible in old ones, but it may be a thousand years, or as 
long as from the downfall of the Roman Empire to 
Columbus, before the rate of the supply of both the pre- 
cious metals will rise or fall at one and the same time on 
any important scale. We repeat, that nothing of that kind 
has occurred since the New World was opened. When gold 
has been more abundantly produced, the outcome of silver 
has remained stationary or declined, and vice versa. For 
example, when the revolutions of the Spanish - American 
States, beginning in 1810, reduced the supply of silver from 
that source for twenty years quite one-half, the general sup- 
ply of the precious metals was supplemented by the Ural 
and Siberian gold washings. When, in the first years of 
the California and Australian discoveries, the gold produc- 
tion rose suddenly to twenty-nine millions sterling, from 
an average of a little more than three millions sterling 
during the ' first forty-eight years of this century, the pro- 
duction of silver remained stationary, and did not advance 
until that of gold fell off. From 1856 to 1875, the annual 
gold supply dropped by regular gradations from thirty mil- 
lions sterling to twenty millions sterling, while, during the 
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same period, that of silver rose from eight to fourteen mil- 
lions sterling. All the probabilities for centuries to come, 
if human foresight can presume to extend so far, are in 
favor of this decrease in gold and increase in silver. The 
first comes mainly from alluvial deposits, and when one is 
discovered and worked out, the chance of finding a new 
one is by so much diminished. The second comes mainly 
from regular mining, and as ores fit for working under 
suitable conditions are inexhaustible and found in many 
places, the limit is one of the application of labor and capi- 
tal, and of the extension of the civilization and stable 
government essential to the security of investments. Un- 
doubtedly a steady increase of silver is to be expected, 
although it must be long years before it recovers the ratio 
of its supply to that of gold, which it had held in all his- 
torical times prior to the opening of California. But with- 
out speculating upon the future, we know that the supply 
of the two metals combined has heretofore been steadier 
than that of either alone, and that this must have been so 
from the nature of the case. 

3. The steadiness of gold and silver as a measure of value 
is not exactly the same thing as the steadiness of their 
combined quantity. It has been frequentlj^ said, that what 
is called the double standard of gold and silver should be 
called the alternative standard of gold and silver. The lat- 
ter mode of expression certainly describes most accurately 
the nature of the thing. Payments are not made in the two 
metals, but always, the option being in the debtor, in the 
one which is the cheapest for the time being. Now, it is 
established by experience, that the range of fluctuation in 
the money actually used, being the cheapest metal for the 
time being, is less than the range of fluctuation of either of 
the metals separately. Mr. Jevons, in his work on Money, 
illustrates this by a diagram, which it is not convenient to 
reproduce here, but which we will endeavor so to explain 
that any reader curious in such matters may test it for his 
own satisfaction. 

Take any given period of time, and having ascertained 
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the fluctuations during such period of each metal, by com- 
parison with some staple commodity, or class of commodi- 
ties, draw two curved lines, one upon the other, to represent 
these fluctuations of gold and silver respectively. The plac- 
ing of these two lines one upon the other will produce two 
other curves, one following the highest elevation, and the 
other following the lowest depression, of either line. This 
lowest curve may be called the money curve, as the money u\ 
actual use is always the cheapest metal, and it will be found 
that, although its undulations are more numerous, they are 
not so marked and violent as the undulations of the curves 
of either the gold or the silver. As Mr. Jevons says : 

The prices of commodities do not follow the extreme fluc- 
tuations of value of both the metals, as many writers have 
inconsiderately declared. The standard of value always fol- 
lows the metal which falls in value. This undergoes more 
frequent undulations than either of the curves of gold or 
silver, but the fluctuations do not proceed to so great an 
extent ; a point of much greater importance. 

While it is thus true, that neither of the metals separately 
equals in stability the two combined, there is a choice be- 
tween the two, if a single standard is insisted upon, and the 
superior steadiness of silver seems to be established by rea- 
son and experience. 

It is the production of regular mining and of the reduc- 
tion and manipulation of ores, being rarely found pure. It 
requires machinery and capital, and cannot be expected to 
be received from peoples not somewhat advanced in civiliza- 
tion. The fluctuations of the capital employed in it. are 
slow and gradual. There are occasional bonanzas, as at 
Potosi in the sixteenth century, and in the Comstock lode 
at the present day, but even bonanzas yield their treasures 
over long spaces of time. Potosi is still rich, and the Com- 
stock lode may survive to alarm bankers yet unborn. It is 
certain that no great and sudden outpouring of silver has 
been witnessed in the long history of mankind, and, from 
the nature of the case, it need not be apprehended in the 
future. During the greater part of the last century and the 
first three-fifths of this, its annual production had not much 
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varied from eight millions sterling. During the last fifteen 
years it has considerably gained, chiefly from mines in the 
United States, but by nothing like a leap or bound. The 
annual production, stated in pounds sterling, has been : — 
Average of five years ending 1861, _5^ 8,200,000. 

" " " 1866, 9,900,000. 

" '■ " 187 1, 10,500,000. 

" four " 1875, 13,900,000. 

The circumstances of the production of gold are wholly 
dissimilar. The great bulk of vsrhat the world possesses was 
found pure, in alluvial deposits and workings, and has been 
produced by labor with very little aid from capital. Its pro- 
duction has been, as we might expect, exceedingly fluctuat- 
ing. At the end of the seventeenth century, the auriferous 
fields of Brazil produced what the writers of that day called 
an "inundation" of gold. From 1695 to 1717 they are sup- 
posed to have increased the world's production of that metal 
fourfold. During this century we have had the gold wash- 
ings of Russia, which have been forgotten, only because the 
later ones in California and Australia were on a scale so 
much more enormous. 

Let us see how violent a change in the gold supply was 
brought about by the opening of the last-named sources. 

Adopting the figures of Chevalier's Fall in Gold, reduced 
to pounds sterling, the gold supply at the commencement of 
this century stood at 2,484,000, and at an annual average of 
only 3,250,000 for the first forty-eight years of this century, 
although including the Russian developments. But after 
California and Australia the annual supply was as follows : 
During five years ending 1856 29,900,000. 

loOI 24,500,000. 

1866 22,700,000. 

1071 23,000,000. 

" four " 1875 20,400,000. 

And, as the result, we have the estimate of writers of 
repute that the stock of gold coin in Europe and America 
doubled in the twenty years after 1848. 

The selection, as the exclusive standard of values of a 
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metal so fluctuating in its supply as gold, has been con- 
demned by the general judgment of mankind, even before 
this later experience of California and Australia. That it 
should be thought of after that example of a production 
suddenly increased ninefold, is most extraordinary. 

If Europe had had a gold standard in 1848, the stock of 
money, consisting, in that case, exclusively of gold coins, 
would have doubled in the twenty years after 1848. What 
really did happen, under the operation of the double stand- 
ard in France and other countries, was, that gold was sub- 
stituted for silver in the actual circulation, and the increase 
of money was far less than the increase of gold. In other 
words, the California and Australian supplies, instead of 
being an addition of a large per centage to the old stock of 
gold, was an addition of a much less per centage to the 
greater mass of the stock of gold and silver combined, and, 
to a large extent,' was not an addition at all, but a substitu- 
tion for silver, which passed to other markets. The result- 
ing perturbation, therefore, instead of being ruinous, was 
small and soon recovered from. 

If the world, with a gold standard, would have suffered 
from toa much gold in 1848 and the following years, it 
would have suffered in a contrary sense, and more acutely, 
from the scarcity of it before that time. In truth, of all the 
metals, precious or base, it is difficult to name one which, 
in the essential quality of stability, is so ill adapted as gold 
to serve as the single and exclusive measure of values. That 
it is far inferior to silver in that respect, has been the gen- 
eral judgment of the world. When France reformed its 
currency, after the Great Revolution, it adopted silver, upon 
Mirabeau's report in 1790, and specially on the grounds of 
its greater mass and steadiness of production. And of the 
distinguished men of France who maintained the discussions 
which terminated with the double-standard law of 1803, none 
disputed the superiority of silver, if a single metal was to 
be adopted. 

Daru, speaking to the Corps Legislatif, as an advocate of 
the double standard, then said :— - 
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The unit of money should be represented by that metal 
the value of which is the least unsteady, the mass most con- 
siderable, and the use most widely extended — that is to say, 
by silver. But it does not follow that another metal should 
be deprived of monetary functions. By reducing gold to 
mere merchandise we diminish the mass of money, fetter 
commerce, augment the causes of variations in the metals, 
and introduce disorders. It is necessary, therefore, that gold 
should also be employed as money. 

Holland, distinguished as a commercial country, maintained 
the single standard of silver for a century and a half, with 
a short interruption. We have the authority of the -letter of 
Professor S. Vissering, of Leyden University, published last 
January in the Journal des Economistes, for saying, that if the 
Dutch now adopt gold, it is under the coercion of their Ger- 
man neighbors, and against their still continuing opinion 
that ^^the mass of silver in circulation, and the conditions of the 
production of that metal, give it a fixity of value to whieh gold 
cannot pretend." 

In Russia {Appletons Cyclopedia, 1875), by an imperial 
decree of 1839, still in force, silver was established "as the 
legal and unalterable metallic unit of the money current in the em- 
pire.'' The reasons for this decree are not given, but they 
may be presumed to be such as would naturally be suggested 
by Russia's own experience of the uncertain and fluctuating 
results of auriferous deposits. 

It is not conceivable, and is not true, that the opinion of 
mankind in favor of the superior stability of silver, which 
certainly existed before the California discoveries, has not 
been confirmed and strengthened by that sudden increase of 
ninefold in the gold production. The recent movements for 
the single standard of gold are not founded on any new 
facts favorable to that metal as compared with silver. On 
the contrary, all the new facts are the other way, and all 
the old objections to gold have become weightier. The in- 
fluences which determine the efforts now being made for a 
gold standard, are influences to which it is quite indifferent 
whether the standard is gold or silver, and the real objective 
point of which is the overthrow of the double standard, and 



the establishment of a single one. With gold the actual 
■currency of the richest and most commercial nation in the 
world, and with the certainty that British pride and tenacity 
would resist change, it was seen that no other single stand- 
ard could be hoped for in Europe than the standard of gold. 
It is not from any preference for that metal that Germany 
decreed an exclusive gold standard in December, 1871. The 
decisive proof of that, is the fact that, fourteen years before, 
Germany had decreed the exclusive standard of silver. No 
objections to silver existed in 187 1 which had not always 
existed, and the only new thing about gold which can pos- 
sibly be supposed to recommend it to those who now govern 
Germany, is the fact that its production is being sensibly 
diminished. Their real object, as shown by their successive 
demonetizations, first of gold,sand then of silver, is to reduce 
the general mass of money, to make it scarcer and dearer, 
and thereby to aggrandize and enrich Germany as a cred- 
itor nation. The motives of men are not proclaimed on 
housetops, but it is not difficult to discern them in this case. 
'Consultations in bank parlors in Frankfort and Hamburg 
are private, but their results take visible shape in laws and 
imperial decrees. 



PAPER NUMBER THIRTEEN. 

[ First published Sept. 9, 1876, as a letter to Editors of Chicago Triiune.'\ 

The secret and fraudulent character of the silver demonetization 

of 1873-4. 

That the abrogation of the double standard by the act of 
Feb. 12, 1873, and by the Revised Statutes of June i, 1874, 
was effected without discussion, and without the knowledge 
of the country, is, as a matter of fact, perfectly notorious. 
The people of the United States know well when a matter 
is debated and when it is not debated, and they know that 
this silver question was not talked or written about until 
1876, two years after the mischief of demonetizing silver 
was consummated, so far as laws of Congress can do that. 

Mr. Holman, of Indiana, declared recently, upon his 
responsibility as a member of the United States House of 



Representatives, that as late as March, 1876, " a leading 
Senator of the United States " insisted to him that silver had 
not been demonetized, and would not believe it until he 
was shown the laws which do demonetize it. It is, in fact, 
not certain that even now a majority of the people of the 
country know that it is so. All tenders are made in green- 
backs, and the Revised Statutes of the United States make 
a large volume which not one person in a thousand ever 
has seen, or ever will see. Even of the legal profession, 
only a small minority possess it. It is true that the Coin- 
age Act of Feb. 12, 1873, did receive a newspaper publica- 
tion, but that act did not demonetize the old silver dollar, 
and its prohibition of the further striking of that coin was 
by a general clause, the effect of which would be under- 
stood only by a careful examination. 

It is said that the act which was approved Feb. 12, 1873, 
was before Congress three or four sessions, and printed 
several times, and that the fact that this act '^abolished" and 
'■^demonetized" the silver dollar should not have escaped 
attention. That the abrogation of the double standard did 
escape attention is shown by the entire absence of discus- 
sion, in and out of Congress, and it is idle to controvert 
that by the circuitous and inferential argument that it 
might have attracted attention, or even ought to have 
attracted attention. It did not, as a matter of fact, and 
that is the end of it. 

The time selected was skillfully chosen to escape atten- 
tion. In 1873 and 1874 the entire circulation was paper. 
No gold or silver coin whatever was in use as money, and 
the expectation of the time when any would be was only 
a shadowy hope, with no time, place, or circumstance fixed 
for the realization of it. What, at such a time, to the mass 
of members of Congress, or of the people, could have been 
more uninteresting than a coinage act ? And, provided such 
an act was long enough — and this contains seventy-four 
tedious sections — what opportunity more admirable could be 
conceived of for slipping in almost anything, with the con- 
nivance of the few men having the matter in charge? 
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This act was debated, but by whom and upon what 
points? It was fought over in the Senate two long days, 
but the contest was between the Pacific Senators and the 
Chairman of the Finance Committee, on the question of 
seigniorage on the gold coins — a matter of importance to 
the mining interests. • Not one word about demonetizing 
silver, or abrogating the double standard, was uttered by 
any Senator. 

But how did this act " demonetize " or " abolish " the old 
silver dollar ? 

It did not " demonetize " the old silver dollar at all. Every 
coin struck at the mint as full legal tender, including all 
pieces less than a dollar, of full -weight, struck prior to 
1853, remained a full legal tender as before. What the act 
of Feb. 12, 1873, did, and all that it did, was to demonetize 
the special silver coins defined in it. The demonetizing of the 
old silver dollar was accomplished, as we shall presently 
see, not by the act of Feb. 12, 1873, but by a clause in the 
Revised Statutes adopted in June, 1874. 

If the February 12, 1873, S'Ct did not ^'■demonetize" the old 
silver, so it did not "abolish" it, in any way calculated to 
attract attention. It contains no clause or word specially 
naming or referring to the old silver dollar. What it con- 
tains, after the sections specifying the different coins of gold, 
silver, and nickel, which it authorizes and regulates, is a 
general clause prohibiting the issue of any coins not speci- 
fied in the act. This general clause, of course, includes the 
old silver dollar, and in that way prevented its further coin- 
age, and practically '■'■abolished" it for the future, until there 
should be new legislation. But it is easy enough to com- 
prehend how this might have escaped attention. 

The act of February 12, 1873, originated in the House, to 
which it was reported by Mr. Hooper. As he prepared it 
and as the House passed it, it provided for a silver dollar 
of the exact value of a French five-franc piece, and con- 
formed the smaller silver coins to the same proportionate 
value. As the law then existed, and had existed since 1853, 
the silver coins below one' dollar were under weight, and 
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therefore a mere token currency, and a tender for only five 
dollars. The new feature introduced by Mr. Hooper was an 
under-weight dollar, and this being a mere token, he limited 
its legal-tender power to five dollars. In point of principle, 
there was nothing new in that. There was no demonetizing 
of the old silver dollar in Mr. Hooper's bill, and no asser- 
tion in any form, direct or implied, of an authority in Con- 
gress to demonetize any gold or silver coin of full weight 
and standard. 

In the Senate, among other amendments, one was adopted, 
without a single word of discussion, striking out Mr. Hoop- 
er's underweighted dollar, and substituting the trade dollar, 
slightly exceeding the old dollar in weight, and at the same 
time limiting its legal-tender capacity to five dollars. This 
was undoubtedly an assertion of a power in Congress to de- 
monetize silver of full weight, but that was added at the 
end of the legislative proceedings in relation to the mat- 
ter. It formed no part of the bill, the printing of which 
eleven times, and the consideration of which during succes- 
sive sessions, are now so ostentatiously paraded. It was one 
of those things so often slipped into laws at the very last 
moment, and essentially changing their character. The Sen- 
ate adopted it without observation, and the House never 
acted upon it at all, except to reject it pro forma and send 
the bill to a conference committee. 

The act of Feb. 12, 1873, did not demonetize the old 
silver dollar, and the fact that the prohibition of its coin- 
age was effected by a general clause attracted no attention 
in or out of Congress. The actual currency of the country 
was paper. The Pacific coast, which produced silver, had in 
the trade dollar just what it wanted for export to China 
and India, and it was to nobody a matter of practical 
importance, for the time being, that the coinage of the old 
silver dollar was no longer demandable at the mint. Sub- 
stantially nobody, except the few who were in the secret, 
knew what had been done, or anticipated what was soon 
after planned and executed by a falsification of the Revised 
Statutes. 
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The President of the United States was certain!)- kept in 
ignorance, as we find him writing, on the 6th of October, 
1873, to Mr. Cowdrey, a banker: — 

I wonder that silver is not already coming into the 
market to supply the deficiency in the circulating medium. 
Experience has proved that it takes about $40,000,000 
of . fractional currency to make the small change neces- 
sary for the transaction of the business of the countiy. 
Silver will gradually take the place of this currency, and, 
further, will become the standard of values, which will be 
hoarded in a small way. I estimate that this will consume 
from $200,000,000 to $300,000,000 in time, of this species of 
our circulating medium. ... I confess to a desire to 
see a limited hoarding of money. It insures a firm founda- 
tion in time of need. But I want to see the hoarding of 
something that has a standard value the world over. Silver 
has this. ... , 

Our mines are now producing almost unlimited amounts 
of silver, and it is becoming a question, "What "shall we 
do with it ? " I suggest here a solution that will answer 
for some years, to put it in circulation, keeping it there 
until it is fixed, and then we will find other markets. 

General Grant is more skillful with the sword than with 
the pen. He does not write with the practiced precision of 
a professor of political economy, but it is plain enough 
that he had no idea that silver was only to be used as a 
token currency, limited in its tender capacity to five dol- 
lars, and only to be substituted for the fractional paper 
currency of forty millions. He looked to it as a standard 
of values, of which portions would be hoarded, which 
hoarding he rather approved than regretted. He saw that 
two or three hundred millions would be absorbed in this 
way, and he perceived in this, in addition to other advan- 
tages, that of a market for our abundant mines, until we 
could "find other markets." If everybody else knew, as is 
now pretended, that the act of Feb. 12, 1873, demonetized 
silver, the President who signed the act had certainly not 
found it out in the eight months from February to October. 

At the next session of Congress the questions debated 
(pere how long the irredeemable greenbacks should be con- 
tinued as the currency, and Avhen the old currency of gold 
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and silver, and paper convertible into them, should be re- 
stored. If silver was demonetized, nobody seemed to know- 
it. The controversy was between Resumptionists and anti- 
Resumptionists. 

On the ist of April, 1874, Gen. Hawley, of Connecticut, 
recapitulated the ideas of his speech for resumption in these 
words : — 

1. The precious metals furnish the best standard of values 
for a medium of exchange. 

2. The proper currency is one composed of gold, silver, 
and paper convertible on presentation into coin. 

In the United States House of Representatives, April 11, 
1874, the pending bill being one relating to the currency, 
the Hon. E. R. Hoar, of Massachusetts, offered the follow- 
ing as an amendment : — 

That from and after the ist day of September, 1874, 
nothing but gold and silver coin of the United States shall 
be a legal tender in the payment of any debt thereafter 
contracted. 

Subseqently, Judge Hoar modified his own amendment in 
respect to the date of resumption, and on the 14th of April, 
no discussion being permitted under the previous question, 
the amendment was lost — yeas, 70; nays, 171. With the ex- 
ception of General Butler, all the Massachusetts Represent- 
atives present and voting voted in the affirmative, including 
Mr. Hooper, and so did the resumptionists from all the 
States. Even Mr. Hooper did not seem to understand that 
his Act of February 12, 1873, had demonetized silver. 

The truuh is, that the final and formal demonetizing of 
silver was effected by a clause in the Revised Statutes 
adopted in June, 1874, declaring that no silver coins of the 
United States should be a tender beyond five dollars. That 
this was inserted improperly and without the knowledge of 
Congress is not attempted to be denied. That it was con- 
trived and fraudulent in the interest of those who profited 
by it, is an inference not difficult to be drawn. 

What Congress had directed was an exact revision, or con- 
solidation without change, of the laws as they existed De- 
cember, 1873. The Committees on Revision, to whom the 
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work was submitted, assured it that no new matter had been 
inserted. General Butler, of the House Committee, always 
energetic in language, declared, as the Congressional Record 
will show, that the volume contained ^^not one word and not 
one letter" of addition to the old laws. Judge Poland, of the 
same Committee, said the same thing ; if not with equal 
emphasis, certainly with the same positiveness. 

But instead of quoting what Judge Poland said to the 
House, when it was acting on the Revised Statutes, I prefer 
to quote what he has since more deliberately written, on the 
4th of January, 1876, in a letter to the Secretary of the 
Treasury. The point discussed in this letter was whether a 
certain clause in the Revised Statutes changed the duty on 
a particular class of wools, and the stress of Judge Poland's 
argument was that the Secretary should not construe the 
language as making a change, unless absolutely compelled 
to do so, it not having been the intention of Congress to 
make any change in anything. He says in his letter : — 

The Committee repeatedly and publicly declared in the 
House their purpose not to have the revision make any 
change in the law, and in their action on this subject they 
intended to act with scrupulous regard to this pledge to the 
House. ... I understand very well that, in the con- 
struction of a statute, its meaning and purpose must mainly 
be sought in its own language, but the history of and con- 
current circumstances attending legislation have often been 
considered in determining the true intent and meaning of a 
statute whose language left its object and purpose obscure 
and doubtful ; so in the construction of any section of the 
revision, where it becomes a question of doubt and difficulty 
whether a change of law was intended, the fact I have 
stated above — that the Committee so often and so publicly 
declared their purpose to make no change, and upon which 
Congress acted — is a matter proper to be considered. 

If it is possible to establish anything, it is established 
that any new matter in the Revised Statutes was put there 
improperly and without the knowledge of Congress. And 
certainly, the demonetizing of all the silver coins of the 
United States was new matter. The act of Feb. 12, 1873, 
demonetized neither the old silver dollar nor the smaller 



silver coins of full weight struck prior to 1853, of which 
large numbers remain in existence. The silver coined from 
1792 to 1853, was; — Dollars, $2,553,000. Smaller coins, 
$85,436,376. 

The act of Feb. 7, 1873, demonetized nothing except the 
peculiar and special coins which it authorized. That act 
implied no obnoxious assertion of the right to demonetize 
any coin of full weight. Possibly the trade dollar may be 
an exception, but the circumstances in that case have been 
already sufficiently stated. Tacked to the law at the last 
moment, and without discussion in the Senate, and never 
considered in the House at all, the trade dollar may be a 
bad precedent, but is certainly not a weighty one. 

If the motive of the falsification of the Revised Statutes, 
in respect to the demonetization of United States silver 
coins could be a matter of doubt, abundant light is thrown 
upon it by another falsification in the same chapter, in 
respect to foreign coins. To demonetize United States silver 
coins would not of itself accomplish the thing aimed at. 
Everybody who is old enough to recollect the metallic money 
in use before the present era of greenbacks, knows that there 
was more foreign than domestic silver in circulation. Of 
the dollar piece, ninety-nine in a hundred had always been 
either Spanish or Mexican. The Constitution contemplated 
and provided for the Currency of foreign coins. Congress 
has no power to make them a legal tender, or to prohibit 
their being a tender. The only power it has in respect to 
foreign coins is to " regulate their value,'' that is, to declare 
at what rates they shall be a tender, and, as Col. Benton 
once said, it is a preposterous perversion of such a power 
to prohibit their use as a tender altogether. If Congress' did 
that in the Revised Statutes, it was not by intention, but 
on the assurance that no new matter had been introduced. 

The better to avert observation from their real attack, 
which was upon silver, they put into the chapter on money 
a prohibition of both gold and silver coins as a tender. 
They refer in the margin to the following third section of 
the act of Feb. 21, 1857 : — 
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That all former acts authorizing the currency of foreign 
gold and silver coins and declaring the same a tender in 
the payment of debts are hereby repealed ; but it shall be 
the duty of the director of the mint to cause assays to be 
made from time to time of such foreign coins as may be 
known to our commerce, to determine their average weight, 
fineness, and value, and to embrace in his annual report a 
statement of the results thereof. 

Any lawyer will see that the above section does not at all 
justify the pretended revision of it. The work of honest 
revision in respect to repealed laws is to omit them, which 
leaves the case just if such laws had never been enacted. 
The Congress of 1857 did not take away the legal tender 
capacity of foreign coins. What it did was to repeal former 
enactments fixing the rates at which they should be tenders, 
and to substitute a new regulation of their value by annual 
ascertainments and reports from the mint. If there could 
be any doubt about the construction, it is settled by the 
consideration that if the language is susceptible of two con- 
structions, that one should be adopted which is in harmony 
with the powers and duties of the legislative body. Con- 
gress possesses and had always exercised the power to regu- 
late the value of foreign coins, but had no power to pro- 
hibit them as tenders. A construction of the act of 1857, 
within the legislative powers of Congress, is also the 
obvious construction. There is no prohibition of foreign 
coins as tenders in the act. The prior laws repealed were 
laws regulating the values at which they should be current. 
In place of these laws, the act prescribes a new mode of 
fixing and proclaiming their values from year to year. 

Who were the falsifiers of the Revised Statutes is as 
indeterminable as the question whether the late Sultan of 
Turkey perished by suicide or assassination. The com- 
mittees on the revision necessarily trusted the statements of 
the revisers. An actual, critical examination of every part 
of such an immense work could not be made by members 
of Congress without neglecting all their other duties. It 
is impossible to locate the responsibility where so many 
were employed in various capacities, and where opportuni- 
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ties were so numerous for artful suggestions from persons 
not employed. What we know with certainty is all that we 
need to know, and that is, what classes and interests, here 
and in Europe, profited by the falsifications, and who the 
men are who now insist that these falsifications shall re- 
main uncorrected. [See JVote.] 
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{First published September, 1876, as a letter to editors of Forney's Washington Chronicle.'] 

The real object of the gold standard is to make money scarcer and 

dearer. 
Neither of the two facts now assigned as the reasons for 
demonetizing silver existed at the date of the Paris Inter- 
national Conference of 1867, when the scheme of an exclu- 
sive gold standard was first authoritatively broached. These 
two facts are, that silver has depreciated from its former 
value as compared with gold, and that its production is 
gaining considerably upon that of gold. For the four years 
ending with 1866, the annual production of silver had not 
attained ten millions of pounds sterling, and it had been as 

Note. — This republication of the letter to the Chicago Tribune^ is an appropriate oc- 
casion to call attention to remarks of Mr. Sherman, in United States Senate, April 25, 
1876. The first time Mr. Sherman had given his version of the history and nature of 
the law of February 12, 1873, was on the 30th of March, 1876 (see page 59 of this 
volume). What he said, April 25, 1876, was his second version, and it differs materially 
not only from his first version, but from versions given since bv himself and by other 
supporters of the law of February 12, 1873. Instead of saying, as is now said, that 
the law of February 12, 1873, demonetized the silver dollar after ample discussion and 
■with the full knowledge of the country, he declared, April 25, 1876, that that law did 
not demonetize it, said nothing about it, and left it precisely where the law of 1853 
left it. He further declared that the right to coin it had never been taken away, and 
most remarkable of all for him to say, that it was still the legal dollar. His language 
in the Congressional Record \s: — 

The act of 1873 did not in the slightest degree demonetize silver. . . . The right 
to coin the silver dollar, which is now proposed to be authorized again, has always 
existed in this country, has never been taken away. It is the legal dollar to-day, and 
the silver dollars that are now outstanding are a legal tender for all amounts, unless the 
legal tender has been taken away by the Revised Statutes. . . . The act of 1873 sim- 
ply leaves the old dollar where the law of 1853 left it. It says nothing about it. 

It will seem most extraordinary, that after his attention had been called, on the soth of 
March, 1876, by Senators Bogy and Jones, to the vital distinction between the laws ol 
1853 and 1873, he should have persisted in saying that the last law left the silver dollar 
where the first law left it. The law of 1873 prohibited the further coinage of the silver 
dollar. The law of 1853 did not prohibit it, and the silver dollar was in fact coined more 
abundantly after than before that law. 
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high as eight for a century. Silver was not depreciated in 
1867, and, in fact, in this country as late as 1873, there was 
a premium on it of three per cent. 

The demonetization of silver, decreed by the German Em- 
pire in December, 1871, did not begin to come into practical 
operation until 1873, and its effects were not serious until 
1875. It was claimed, indeed, as one of the justifications for 
the United States law of February, 1873, forbidding the fur- 
ther coinage of the old American silver dollar, that it was, 
in fact, impossible to retain it in circulation, because the 
market value of the bullion in it was a little more than 103 
cents. It was really gold which was then depreciated, and 
not silver. 

The plain truth is, that silver has been depreciated by de- 
monetizing it, instead of being demonetized because it was 
depreciated. The order in which the facts occurred may be 
reversed by the nimble rhetoricians of the gold school, but 
the memories of men remain, and so do printed prices cur- 
rent and the dates of legislation. And it is equally clear 
that a depreciation of silver, having no other origin, or 
cause, than a mistaken policy, can be set back by a change 
of that policy, and a return to the old and approved courses. 

The other fact, of the gain in the production of silver 
as compared with that of gold, did not exist in any marked 
degree in 1867. The silver discovery which most affects the 
popular imagination, that of the bonanza in the Comstock 
lode, is only two years old. The bonanza really yields two- 
fifths gold, and as is said, the proportion of gold increases 
somewhat at increasing depth, but it has been so persistently 
called a silver mine that the gold is generally overlooked. 
But whether silver or gold, this bonanza was first known 
seven years after the Paris conference, and influenced that 
body as little as the lamb riled the water of the wolf who 
was above him on the stream. 

When it is said that the production of silver has gained 
upon that of gold, all that can be properly intended is, that 
it has so gained as compared with the abnormal era of the 
California and Australian discoveries. It has not so gained 
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as compared with the relative outcome of the two metals at 
any other historical period, and must be multiplied three or 
four-fold before it recovers its ordinary proportion. The 
average computation of writers upon such subjects is, that 
prior to 1848 the weight of silver produced in all the ages, 
had been fifty times that of gold, or three times as much in 
value. That had not been considered by mankind as any- 
reason for demonetizing it. On the contrary, while its- 
greater relative mass was viewed as an element of stability, 
its quantity was still absolutely so small that it was re- 
garded as a noble, or precious, metal. It is quite idle now 
to say that it must be demonetized because an enormpus 
relative deficiency of it during the culmination of the Cali- 
fornia and Australian discoveries has been, in some slight 
degree, recovered from. Its production is still less than that 
of gold in value, instead of being three times as great, as it. 
had been during forty centuries. 

M. Chevalier {Fall in Gold, 1857) computed the then an- 
nual production of silver in pounds sterling at 8,850,000, and 
that it had not much varied since the commencement of the 
century, when if was 7,965,000. A London journal of au- 
thority computes the annual average for the five years end- 
ing with and including 1866, at 9,900,000. This increase is 
not great enough to have attracted attention in 1867, as 
mining is proverbially fluctuating in its results. For the 
five years ending with and including 1875, the annual av- 
erage had increased to 13,900,000, but even during those 
years was only two-thirds that of gold, instead of the nor- 
mal proportion of three times as much. 

The recommendation by the Paris conference of an ex- 
clusively gold standard was not put on the grounds of 
either depreciation of silver or of its increased production, 
but partly upon the old objection to a double standard, that 
the relative market value of gold and silver is not stable, 
and partly upon the new position that the aggregate produc- 
tion of the two metals threatened a depreciation of money, 
unless one or the other of them should be demonetized.. 
This last reason was, doubtless, the really operatino- one. 
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As to the old objection to a double standard, of the fluc- 
tuating relative value of gold and silver, nothing had oc- 
curred to give it new force, and it had long ago been 
disposed of by the general judgment of mankind. 

In France, where this conference was held, Mirabeau had, 
as far back as 1790, pressed this objection upon the National 
Assembly with a vigor and eloquence to which the mem- 
bers of the Paris conference could make no pretensions, but 
after the most thorough debates, covering a period of thir- 
teen years, the French enacted the law of 1803, still sub- 
sisting, establishing the double standard, on a ratio of gold 
to silver of 15 1-2 to i. 

As to the point that either gold or silver must be demon- 
etized in order to prevent a depreciation of money, which 
is really what governed the Paris conference, it can easily 
be shown that the actual danger is quite the reverse, and 
that with both metals retained in circulation a scarcity is 
far more probable than a glut. 

It is observable how much more vigilant the owners of 
money are than the owners of other property to protect their 
peculiar interests. They are fewer in number, better capable 
of combination, and more alert in characteristics. When 
money was becoming steadily scarcer and more valuable du- 
ring the first half of this century, nobody moved to correct 
the evil, alarming and oppressive as it was, by adding an- 
other metal to the two constituting money. But instantly, 
upon the California and Australia discoveries, and in ad- 
vance of any actual effect from them, the owners of money 
were clamoring for the demonetization of gold. Within six 
years they had procured decrees for it in Belgium, in Ger- 
many, and, as respects receipts for the public revenue, in 
India. They demanded it in France and elsewhere. Their 
subsequent movement for the demonetization of silver was 
only a change of tactics, but not of general purpose, or of 
the object aimed at, which is to make what 'they possess 
more valuable by making it scarcer. As the value of the 
two precious metals is supposed to be about the same, the 
end aimed at can be equally well accomplished by demone- 
13 
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tizing either. No man in Europe insists now more loudly 
and persistently upon the demonetization of silver than the 
Frenchman, Chevalier, who, in 1857, wrote so brilliantly in 
favor of the demonetization of gold that his work {Fall in 
Gold) was deemed worthy of a translation into .the English 
language. 

It is plain enough, from this change of front, that demon- 
etization is really sought for, not on account of special ob- 
jections to either metal, but to effect the general object of 
narrowing the standard of value. Those who say that they 
wish to get rid of silver because it is cumbersome, are, many 
of them, the same persons who have recently tried to get 
rid of gold, which is the least cumbersome. Germany, which, 
in 1871, decreed the demonetization of silver, had fourteen 
years before decreed that, of gold. -The special reasons as- 
signed for those decrees are contradictory, but the governing 
motive for both is undoubtedly the samt>. Reasons for any- 
thing are as plenty in the market as blackberries, in these 
days of venal orators and venal writers. Bankers buy edu- 
cated talent, as a business operation, and with as little scru- 
ple as they hire messengers, clerks, or cashiers. 

The most favorable condition is that of not being obliged 
to give any reasons at all. That ' avoids the risk of giving 
incongruous and contradictory ones. The ancient Caesars 
enjoyed that happy prerogative, Stet pro ratione voluntas. It 
is enjoyed also by the modern Caesars at Berlin, who have, 
in the same generation, demonetized, first gold, and then 
silver. It is not enjoyed by anybody in America, and hence, 
with a necessity for assigning reasons, there is here a 
certainty that very illogical ones will be offered when real 
ones cannot be avowed. The men who, in 1873, discon- 
tinued the coinage of the silver dollar because, as they said, 
it was worth 103 cents in the market, and would not, in 
fact, circulate, now resist its coinage because, as they say, 
it is depreciated, and would so entirely monopolize the cir- 
culation as to exclude gold. These reasons are contradic- 
tory, and they are both pretexts. The premium of 1873 on 
silver was no justification for forbidding its coinage by laWc 
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It was simply a fact likely, so long as it continued, to pre- 
vent individiials from bringing much of it to the mints for 
the purpose of coinage. The same thing happened to gold 
from 1821 to 1834, but nobody then thought of prohibiting 
the coinage of gold. In two years after 1873 the premium 
on silver had disappeared, and that metal would have been 
brought to the mints in abundance as soon as the obstruc- 
tion of paper money should be removed. The depreciation 
of silver, which followed, and was wholly caused by its 
demonetization, instead of justifying that measure, condemns 
it. The depreciation of silver is as poor a pretext for con- 
tinuing its demonetization as the premium on silver in 1873 
was for originating it. It is not with pretexts, but with 
real motives, that we prefer to deal. What has actually 
been done is to substitute for the standard of gold and 
silver the standard of a single metal, and the true object of 
the contrivers of this policy was to make money scarcer and 
obligations for money more valuable. 

That the object of demonetizing silver is to reduce the 
mass of money and keep prices of commodities low is bold- 
ly avowed by many of the advocates of the gold standard. 
Thus Victor Bonnet i^ Journal des Economistes, December, 1875) 
says : — 

The world is now saturated with the precious metals, and 
if there is any danger against which it is necessary to guard, 
it is that this saturation should become greater and bring 
on the same economical mischiefs which resulted from the 
abundance of silver mines in Mexico after the discovery of 
America. If the annual production of gold is now reduced 
to five hundred millions of francs, let us thank heaven for 
it, and let us wish that it may not be too rapidly increased, 
whereby we should be embarrassed. It is the too great 
abundance, and not the scarcity of metallic money, which is 
to be apprehended. 

It is not, by any means, intended to be said that all per- 
sons owning money or having money due to them, have been 
concerned in or approve of these recent and existing efforts 
to narrow the standard of values. Some of the greatest 
moneyed capitalists of the world take a more enlarged and 
sounder view of their own interests. This is conspicuously 
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true of the present head of the house of Rothschild, in Paris. 
It was true also of the late Alexander Baring, of London, 
who stoutly and constantly insisted upon the restoration of 
the monetary function of silver in England. Men of that 
stamp, and of that wide extension of interests, are likely to 
take broad views. Their selfishness is, at any rate, enlight- 
ened, and they will not undertake to grasp more than they 
can hold. They know that there is a limit to the paying 
power of debtors, whether nations or individuals, and that 
to double the value of money would bring on a general 
bankruptcy, and leave creditors, as a whole, poorer instead 
of richer. 

PAPER NUMBER FIFTEEN. 

[ First published October, 1876, as a letter to Editors of*Fomey's Wiishington Chronicle?^ 

It is not true that all European nations are, or ever can be, on 
the gold standard. 

Chevalier — the French writer and orator, who attracted 
the attention of Europe twenty years ago by the vigor of 
his advocacy of the demonetization of gold, and who now 
demands the demonetization of silver with equal zeal — 
triumphantly asks France, in the April number of Revue des 
Deux Mondes : — 

Is it wise, is it politic, is it practicable, to isolate our- 
selves from the movement of the greatest countries of 
Europe, and of the United States ? 

It has been, in fact, the leading point for the past three 
years of the gold partisans in Europe that the United States 
had discarded .silver, and that it was neither "politic" nor 
"practicable " to sustain a currency which the prospectively 
greatest commercial power in the world had repudiated. 

On this side of the Atlantic the same partisans insist that 
even if a double standard is better for our special interests 
and in our special position, fronting Europe on the one side 
and Asia on the other, we must perforce adopt a gold 
standard, because " all the commercial nations " have adopted 
it. To do that, we are constantly told, would be to "isolate 
ourselves " from the rest of mankind, and to shut ourselves 
up in a sort of Chinese seclusion. 
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France must give up silver because we have done so, and 
Tve must give up silver because France has done so, or is 
sure to do so soon, or, as is sometimes said, has practically 
done so already by a limitation of the silver coinage. On 
this view freedom of action, or even of discussion, is 
allowed to neither of two of the greatest nations in the 
world, but they are to be dragooned, each by the other, 
into a policy opposed to all their traditions and past 
opinions. The human mind can conceive of a party acting 
and a party acted upon ; but how can it conceive of two 
parties, both coercing and both coerced by each other? 

A mesh like this must be so finely woven that it can be 
easily broken away. We have only to rise to a proper sense 
of our own strength and position to see that we are, in all 
events, the masters of our own destinies, and, also, that if 
we adhere firmly to the double standard it cannot be shaken 
among the nations. It is simply untrue that " all commercial 
tountries " have already adopted the gold standard, and it is 
absolutely certain that they will never do it, unless we assist 
in coercing them into it. Clearly, France will adhere to the 
double standard if we do. All reliable French authorities 
assure us of that, and why should it not be so ? Since the 
disasters of the German war it is the most heavily in- 
debted of all nations. Why should it aggravate a burden 
already nearly intolerable ? Including the French, there are 
160,000,000 of the population of Europe who have neither 
silver nor gold in circulation, but are like ourselves, em- 
ploying only paper money made current by law. The 
French finances seem to be sound, and a specie resump- 
tion possible, but it is far otherwise with Italy, Austria, and 
Russia. Of Italy, of which we know the most, the situation 
is so bad that resumption is hardly hoped. The Govern- 
ment cannot retire the floating paper except by issuing more 
interest -bearing loans, and the existing drain of interest 
exhausts all its -resources. A gold currency for these three 
countries is a simple impossibility, and it will be long years 
before they can reach the more easily attainable one of 
silver, or of gold and silver combined. That we must adopt 
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gold because Europe has adopted it, or is likely to adopt 
it, is assuming that to be a fact which is" not a fact, and 
cannot be a fact until all existing conditions of the supply 
of the metals and of the indebtedness of nations are com- 
pletely changed. 

In 1839 a Russian imperial decree established silver "as 
the legal and unalterable metallic unit of the money cur7-ent in tlie 
Empire." Since the days of the Medes and Persians all laws 
may be assumed to be subject to change, but who believes 
that Russia, which is an Asiatic as well as a European power, 
and which is heavily weighted with debt and with a depre- 
ciated paper currency, will gratuitously aggravate all its 
difficulties by adopting a gold standard ? 

Austria, like Russia, recognizes only silver, but uses 
nothing but paper, and will do better for her creditors than 
she has been in the habit of doing during the past hundred 
years if she ever redeems her paper, even in silver. 

Italy is bound to • the double standard by a convention 
with France, which continues until 1881, and is then renew- 
able. There is no evidence of any Italian favor toward the 
scheme of the gold theorists. 

It may be of some interest to Americans to know the 
opinions of the eminent Italian statesman and savant, M. le 
Cbmte Frederic Sclopis, who presided over the umpirage in 
the case of the Alabama claims, and who has been described 
by Caleb Gushing as " the impersonation of the intellect and 
culture of Continental Europe." In a letter written in 1868 
to M. Wolo^ski, the well-known advocate of the double 
standard, he says ; — 

What you have written is short, clear, and conclusive. 
Your memoir is irresistible in favor of the association of the 
two metals in the performance of the monetary function. 
That conclusion seems to me established {chose Juge). 

There may or may not be good reasons for such a change 
of the Constitution of the United States as would admit of 
the establishment of a gold standard in this country. But 
there is no such existing fact as the general adoption of 
that standard in Europe to compel us to that conclusion. 
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Indeed, we have every reason to suppose that a settlement 
of the question here in favor of the double standard would 
stay the spread of the gold delusion, and keep it within its 
present very narrow limits. 



PAPER NUMBER SIXTEEN. 

[First published August, 1877, as a communication in N. Y. Banker^ s Magazine^ 

True nature of the double standard. Unsoundness of Cernuschi's 
bi-metallic theories. 
It is always easy in discussions to overthrow antagonists 
by ascribing doctrines to them which they do not advocate, 
or constantly disclaim. It is by this method that the 
triumphs of the gold party are principally achieved. They 
assume that the theory of the double standard is, either that 
the relative value of the metals is not variable, or that any 
country can by law put an end to the variations, and abso- 
lutely insure their concurrent circulation. There is clearly 
no difficulty in overthrowing such a theory as that, by facts 
on every side, and the pleasure of the gold advocates in 
overthrowing it seems never to lose its zest. Unfortunately, 
the double standard rests upon no such theory! Its advo- 
cates admit the fluctuation in the relative market value of 
the metals, although they regard that fluctuation as of very 
little importance, either in itself, or in comparison with the 
vastly greater fluctuation in the value of both metals rela- 
tively to commodities. Without doubt, they believe that by 
a better concert than has heretofore been obtained among 
double-standard countries, the power of law to steady the 
relation of the metals may be greatly increased, but they 
do not fail to see and admit that success in reaching such 
better concert, however probable it may be, is after all sub- 
ject to the contingencies and uncertainties of the future. 
And so far as the concurrent circulation of the metals is 
concerned, although they know that it has been practically 
accomplished to a far greater extent than is admitted, they 
have never claimed that it could be secured by law under 
all circumstances, nor do they believe it to be of much 
moment that it should ever be secured. The standard they 
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two metals concurrently when there is no divergence or only 
an inconsiderable divergence between their legal and market 
values, and of the most available of the two metals when 
such a divergence becomes marked. Such a standard they 
believe to be best in itself, because fluctuations in the pro- 
duction of the two metals so compensate each other that 
the two together make a steadier measure of value than 
either alone. They believe, also, that, even if not best in 
itself, it is so interwoven with the transactions of mankind 
and with the multiplied relations of debts and credits, that, 
its abandonment for the narrower standard of either metal 
is impossible, and would be intolerable if it were possible. 
It is upon these impregnable grounds that the double stand- 
ard rests. 

Nowhere was this subject more thoroughly discussed than 
in France, during the thirteen years from Mirabeau's report 
of 1790' in favor of a single standard, to the definitive adop-. 
tion of the double standard in 1803. During no part of that, 
discussion was it claimed that the relative value of the metals, 
was invariable, or could be made so by law. On the con- 
trary, the advocates of the double standard admitted always 
that changes in their relative market value might from time 
to time necessitate changes in their relative legal value. In 
the first draft of the French law, as it was propssed by Na- 
poleon's Minister of Finance, Gaudet, the manner in which 
such possible future changes should be made was distinctly 
provided for in the following words : — 

If imperious circumstances compel a change of this pro- 
portion (15 1-2 to I ), it is the gold coins alone which shall 
be reminted. 

This pre-eminence of silver is secured in the French law, 
as finally adopted in 1803, by the following words : — 

Five grammes of silver, of the standard of nine-tenths fine, 
shall constitute the money unit, which shall be called one 
franc. 

This pre-eminence of silver is secured in our own mint 
law of 1792, which declares that "the money of the United 
States shall be expressed in dollars or units,'' and that the dollar 
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now current," and contain 371 1-4 grains of pure silver. 

The French people have always understood the double 
standard to be what Gaudet and his associates of 1803 an- 
nounced it to be, not as based on any theory of an abso- 
lutely steady market relation of the metals, nor as guaran- 
teeing that their use would always be conrurrent, but as an 
optional standard, which might sometimes consist of only 
one of the metals. 

Understanding it in that way, the French were perfectly 
satisfied when their actual money consisted almost exclu- 
sively of silver, as it did before the California discoveries, 
and equally satisfied when the major part of it became gold 
after those discoveries. The American people never under- 
stood it in any other way. From 1821 to 1834, under a 
special demand from England, gold disappeared absolutely 
from our circulation. After 1850, silver disappeared, not ab- 
solutely, but in a large measure. In neither case did the 
measure of giving up the double standard receive any coun- 
tenance worthy of mention. The remedy for the disappear- 
ance of silver from the smaller channels of circulation was 
easily found in the Act of 1853, authorizing under-weighted 
subsidiary coins. 

FALLACIES OF BI-METALLISM. 

The peculiar theories of M. Cernuschi, which have become 
known as Bi-metallism, have scarcely any features in com- 
mon with the policy of the double standard, as it has been 
practically maintained heretofore, and as it must be practi- 
cally maintained hereafter, if it is maintained at all. 

The bi-metallic theory attaches a pre-eminent and an 
almost exclusive importance to the international use of 
money, and apparently to this use in trade with Europe. 
One of its conclusions therefore is, that it is only in con- 
cert with the nations of Europe, or at least with the major 
part of them, that any desirable employment for silver can 
be found. This theory ignores all considerations connected 
with the use of money in the internal business of nations, 
such as the necessity of preventing a contraction in its 
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ignores the greater steadiness of the two metals as a meas- 
ure of value, than of either separately, which results from 
the fact that the vicissitudes of the production of gold and 
silver have, with only one known exception in more than 
two thousand years, balanced and compensated each other. 
Thus viewing the international use of money as all impor- 
tant, and the internal use of it as of no importance — which 
is precisely reversing the true and proper order of things — 
the bi-metallists would regard silver coins remonetized in the 
United States, independently of European movements in the 
same direction, as a mere substitute for the greenbacks, with 
no change in real character, except that the material of the 
new money would be silver instead of paper, and with 
nothing about it to compensate the disadvantage that the 
new money would be costly to purchase and maintain, 
whereas the greenback costs comparatively nothing. 

The bi-metallic theory is, of course, the favorite one with 
the men who have fastened the gold standard upon this 
country, and who have the profoundest political and pecu- 
niary interests in maintaining it. They are perfectly assured 
that England, Germany, and their monetary allies will at 
present give up gold under no pressure short of that of 
bankruptcy, and if it comes to he an accepted doctrine that 
silver is to remain demonetized until those countries co-op- 
erate in remonetizing it, their work is finished. Nothing 
was more natural, therefore, than that after M. Cernuschi 
had been long enough in this country to enable them to 
understand his peculiar theories, they should have simulta- 
neously hailed him as their champion, and should have 
ranged themselves with enthtiteiasm under the bi-metallic 
banner, for a grand march to an international conference 
with England and Germany. No road led so straight away 
from silver, and they knew by an infallible instinct that it 
was a safe road for them to travel in. Public bodies, inclu- 
ding Chambers of Commerce of great cities, fresh from de- 
nunciations of silver as a robbery of creditors, warmed up 
with a safe zeal to remonetize it in concert with Euro- 
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pean nations, which were only too well known to be op- 
posed to it. 

There is no reason to suppose that M. Cernuschi sympa- 
thized with, or even understood, the motives of the gold 
party in the United States. The hopefulness and enthusiasm 
of his disposition had led him into a fatal error in respect 
to the possibility of converting to bi-metallism the men who 
really control England and Germany, and he was too sincere 
himself to suspect the sincerity of persons in the United 
States, whose antecedents and commitments to gold were of 
course unknown to him, and who were giving him daily 
assurances of their vehement desire to restore silver by means 
of international conferences and commissions. 

In a report made last winter. Gov. Boutwell, as one of 
the minority of the United States Monetary Commission, 
misled by the enthusiasm of M. Cernuschi, says : — 

The evidence taken before the committee tends to show 
that there is a larger public sentiment in Europe in favor 
of the remonetization of silver than has heretofore existed, 
and that a proposition from the. Government of the United 
States looking to a convention, will be accepted by the 
Governments of Europe, and that the result of the delibera- 
tions of such a plan will be favorable to the plan suggested. 

Commenting upon this report of Gov. Boutwell, the Lon- 
don Economist, of March 31, said : — 

Not having seen the evidence, we cannot, of course, say 
what excuse the minority have for this view ; but it is 
manifestly most unsound. While there might be little ob- 
jection perhaps to an international conference to consider 
generally the subject of establishing an international money 
— though the feeling in England would be certainly against 
a conference with a roving commission, even for such a 
purpose — we can safely say that there is one country in 
Europe at least, and that the most important, which would 
not take part in a conference to inquire into the expediency 
of establishing a fixed relation generally between silver and 
gold. Public opinion would be so firmly against any such 
encouragement to bi-metallists, that we shall certainly be 
curious to see the evidence on which the committee have 
arrived at an opposite conclusion. We should doubt, also, 
if there is any evidence of willingness to enter into such a 
convention in Germany, where the government has only 
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so recently established a gold standard. The best econo- 
mists in France, so far as we can judge, would also be 
against such a convention. 

Professor Francis Bowen, of Harvard College, who was 
on the Silver Commission with Gov. Boutwell, but who 
did not attend the sittings at Washington, and did not hear 
the statements of M. Cernuschi, arrived at a very different 
conclusion from that of Gov. Boutwell, in respect to Euro- 
pean probabilties. In his minority report ( concurred in by 
Mr. Gibson, of Louisiana,) Professor Bowen says : — 

No one expects that England, Germany, Denmark, Sweden, 
and Norway will soon reverse what is now their established 
policy, by again bringing silver into circulation as money. 
Moreover, the facts already mentioned make it high- 
ly probable that France, Holland, and Belgium may soon 
adopt entirely the monetary policy of Germany, as they 
have already adopted it to some extent. 

The memorial of the Boston Board of Trade, in favor of 
advancing towards the restoration of silver, by marching di- 
rectly away from it into an international conference with 
England and Germany, is a proof that Professor Bowen 
states correctly what the ideas of Boston are as to the future 
action of those countries. 

The probabilities that Germany will abandon its gold pol- 
icy diminish as its sales of silver progress, and these have 
been on a much increasing scale during the last year. The 
more loss Germany has submitted to in selling silver at a 
discount of its own making, the more humiliating will a re- 
versal of its policy be, and the less likely will it be to be 
entertained. 

If it is essential to the successful working of the double 
standard, that the circulation should be " Bi-metallic" in the 
sense of M. Cernuschi, or in other words, should include 
both the metals in actual concurrence, it must be admitted 
that double-standard countries have not heretofore had such 
a concurrent circulation of the metals, either always or for 
even the larger part of the time. Or if it would be injurious 
to have either one of the metals disappear temporarily from 
the circulation, it must be admitted that the United States 
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would take the risk of such an injury by adopting the double 
standard, except that silver can always be retained in the 
minor channels of circulation by the expedient of a token 
coinage, slightly below weight or standTard. As already 
noticed, this disappearance, totally or partially, of one of the 
metals from our circulation, has already happened twice 
under the double standard in the history of this country. 
If it shall happen again, and even if the metal which may 
temporarily disappear, shall be gold, the supporters of the 
double standard perceive no harm in that. They are not 
able to see that gold has any other superiority in value to 
silver, except precisely that which is indicated by its pro- 
portionate market price, pound for pound, or in other words, 
they are not able to see that a gold dollar is any better 
than a silver dollar. 

If it is essential to the interests of the United States to 
have a common money with Europe, it is an object impos- 
sible of attainment, as the larger portion of Europe have no 
money except inconvertible paper of various descriptions, 
and the use of such paper is much more likely to increase 
than diminish on that continent 

The fact that England and Germany have the single gold 
standard, instead of being a reason for its adoption by the 
United States, is a decisive reason against it. Those two 
nations own the great bulk of our securities which are held 
"abroad. The more gold we insist upon using in our cur- 
rency, the less they can have, and the lower their prices 
will be, and the more corn, pork, cotton, petroleum, and 
tobacco will be required to pay the debts we owe them. 

The theories of M. Cernuschi are modern altogether, and 
wholly unknown to the men who established the double 
standard in France and in the United States. So far as 
they involve the idea that the international use of money is 
the dominating one, or even an important one, .they have 
never been practically recognized by the statesmen of any 
country, nor is there any foundation for them in sound 
reasoning. England in 1816 adopted a single standard of 
gold, then wholly peculiar to itself, upon domestic consid- 
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erations entirely, but well knowing that it was of no con- 
sequence to its foreign trade, whether it was gold or silver, 
or both, or paper, as it had been since 1797. No nation has 
ever consulted with another as to what its money should 
be, any more than as to what its government or religion 
should be. Germany consulted with nobody, either when it 
adopted silver in 1857, or gold in 1871. Undoubtedly it has 
been accepted as an argument for the adoption of the pre- 
cious metals, that they had a readily recognized value every- 
where, but this idea had reference to their value as commo- 
dities, not as money, and it is also true that this value is 
not taken away anywhere from ' either gold or silver, by 
demonetizing it. The idea of an international coinage was 
formulated for the first time by the Paris Conference of 
1867. No single government has paid the least attention to 
the idle recommendations of that assemblage of theorists, 
and it is as certain as anything can be, that no government 
ever will. Germany gave the coup de grace to that Confer- 
ence, by adopting in 187 1 a totally new coinage of gold, 
different from that of either France, England or the United 
States. 

In Alexander Hamilton's report of 1791 upon the mint, 
the decisive consideration, wholly domestic, which he urges 
in favor of the double standard, is the following : — 

To annul the use of either of the metals as money, is to 
abridge the quantity of circulating medium, and is liable to 
all the objections which arise from a comparison of the ben- 
efits of a full, with the evils of a scanty, circulation. 

So far in the history of the world, no nation has ever 
gone into an international conference to determine what its 
money should be. The treaty of 1865 between the States of 
the Latin Union is not a case of the kind. Those States al- 
ready had the same standard, the double standard, and the 
same relation of the metals, 15.5 to i, and the main object of 
the treaty was to regulate certain details of coinage, and 
especially of the subsidiary coinage. Nor is the Convention 
of 1873 between Denmark and Sweden a case of the kind. 
Those countries had determined upon a gold standard, and 
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saw fit, from the relations of propinquity and commerce, to 
regulate their steps towards it, and especially to provide for 
a common use of their subsidiary silver coinage, by treaty. 
The men in this country, who demonetized silver in 1873-4, 
called for no international conference before they consum- 
mated that act. It was only when the remonetization of 
silver was proposed, that they perceived the necessity of 
such a conference, and especially of a conference with 
nations whose opposition to silver is assured. 



PAPER NUMBER SEVENTEEN. 

[First published November, 1877, i.s a communication in N. Y. Banker's Magazine^ 

The project of creating a s'Jver greenback, by limiting the total 
coinage of silver dollars. 

The Secretary of the Treasury adheres to the project of 
■silver greenbacks which he embodied in a bill presented to 
the U. S. Senate last winter. In brief, this project is to 
■coin the old silver dollars of 371 1-2 grains of pure silver 
for the sole account of the Government, and exchange them 
with such holders of the present paper greenbacks as are 
willing to make such an exchange, to an amount not ex- 
ceeding 300 million dollars. The proposed silver greenback 
is to have the same capacity of legal tender and government 
receivability as the present paper greenback, that is to say, 
It is to be a tender for all private debts, and to be receiv- 
able for all taxes except customs duties. 

It is plain enough that such a dollar would be, to all 
practical interests and purposes, only a greenback. It 
would, of course, possess the intrinsic value of the bullion 
in it, but its value as money would be regulated by the 
same limitation of quantity which regulates the money 
value of the paper greenback, the legal functions of both 
being the same. Silver, as a metal, would remain demonet- 
ized as it is now, and debtors would be denied the privilege 
of using it in payment as they now are. Nothing would 
be monetized except the particular silver dollars which the 
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Government might choose to manufacture and might also 
succeed in exchanging for the paper greenbacks now in use. 

Three liundred million dollars in paper greenbacks cost, . 
substantially, nothing, and the Government gains the annual 
per centage of them which is lost or destroyed by various 
casualties. Three hundred million dollars in silver green- 
backs would cost the price of the bullion in them. The 
interest on this cost would be a heavy annual charge. 
Casual losses of them would be the same to the individual, 
as casual losses of paper greenbacks, but without any cor- 
responding gain to the Government. 

An entirely fatal objection to the silver greenback as pro- 
posed by Mr. Sherman, is their exportability. It is certain 
that they would drift out of the country from time to time 
with the varying currents of commerce, and once gone, the 
probabilities are that few of them would ever return. Most 
of them would go to the East, from which there is never 
any reflux of silver. Others would be received at European 
mints, and would be demonetized the moment they lost the 
form of the American dollar. 

Nothing is more probable than that, at particular junc- 
tures, stock speculators in the great cities, interested in pro- 
ducing a tight money market for the time being, would 
possess themselves of the floating parcels of these silver 
greenbacks and make a market for them in Asia or else- 
where. It is said that, from time to time, there is a lock-up 
of the paper greenbacks for this same purpose. In addition 
to the fact that there is the same opportunity for locking 
up the silver geenback, the latter can be exported and its 
bullion value be thereby immediately realized. The loss of 
such an operation to the parties concerned might be far less 
than their gains. 

To give the country silver greenbacks, limited originally 
to a specific sum, is to create a money liable and certain to 
be exported, how rapidly nobody can foresee, and thus leav- 
ing the country exposed to a great diminution or even total 
loss of its metallic circulating medium. No remedy can be 
devised for this fatal defect of the silver greenback project of 
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Mr. Sherman, pxcept the remedy, such as it would be, of in- 
vesting the Secretary of the Treasury, or some other official, 
with the power to declare, authoritatively, how many silver 
greenbacks had left the country and to supply their place 
with an equal number of new ones. This would substan- 
tially invest the Secretary of the Treasury, or some other 
official, with the power to refuse to issue new ones, or to 
fix the amount of the new coins at his will and pleasure. 
It would always be a matter of mere guess-work, based on 
probabilities more or less plausible, how many silver green- 
backs had disappeared by exportation. A Secretary of the 
Treasury can guess what he pleases, or if he goes through 
the form of instituting a commission of subordinates to guess 
for him, or to relieve him from the responsibility of guess- 
ing, it is only the form of the thing which is changed and 
not the substance, as the selection of the guessers lie§ with 
him, and their tenure of office is only his caprice from day 
to day. 

The same observations apply to the constant but unknown 
loss by casualty of the silver greenbacks. Unless this loss 
is made good, the money of the country must steadily dwin- 
dle in amount, and if the Secretary of the Treasury is au- 
thorized to make the amount good, he must first decide what 
the loss amounts to. Within wide limits he can determine 
the amo'unt of this loss at his pleasure, and within the same 
limits can issue new silver greenbacks at his pleasure, and 
he is thus made, to a large extent, the master of the fortunes 
of every man who is either a debtor or a creditor. Within 
five years after $300,000,000 of the proposed silver greenr 
backs were issued, there would be the widest divergences of 
opinion as to how many remained in existence and in the 
country. An illustration of that is found in the recent case 
of Germany, where the amount of silver in circulation has 
been debated ever since the policy of demonetizing it was 
adopted, and where it is still undecided. 

Another form of silver greenbacks has been proposed in 
Ohio, differing from the scheme of the Treasury Depart- 
ment in the principle by which the amount of issue is to 
14 



be regulated. Instead of making it exactly^ equal to the 
amount of paper greenbacks taken in and canceled, the 
Ohio project is to leave the issue discretionary with the 
Government, with a view to the issue of only such a quan- 
tity of silver greenbacks as will keep them equal always in 
market value with gold coin. Doubtless, within certain lim- 
its of quantity to be ascertained by trial, silver greenbacks, 
if made a tender for private debts and Government dues of 
all kinds equally with gold coins, might be kept on a par 
in the market with such coins. But if the money of the 
country, or any portion of it, is to depend for its value 
merely upon Government limitation of its quantity, it is 
a manifest folly to manufacture it out of such a costly 
material as silver, when paper will answer the purpose quite 
as well. 

The Ohio project, like that of the Treasury, leaves the 
metal, silver, demonetized as it is now. Debtors would 
have no more recourse upon it for the discharge of their 
obligations than they have now. No abundance in its pro- 
duction could be of any advantage to them. 

Of these two silver greenback shemes, that of Mr. Sher- 
man is the worst. The supposition most favorable to his 
intelligence is, that he resorted to it in despair of being able 
to induce Congress to authorize the cancellation of the 
paper greenbacks by funding. The next thing to that would 
be the substitution of silver greenbacks, which would be cer- 
tain to drift out of the country sooner or later. As the metal 
for the manufacture of silver greenbacks must be purchased 
by selling bonds, the final, and not very remote, result of the 
operation would be precisely the same as if the paper green- 
backs were funded directly and without circumlocution. 

The Ohio scheme, although not open to all the objections 
to which that of Mr. Sherman is subject, promises no relief 
for existing evils. Indeed, no action in respect to silver 
promises any relief, except its free and unlimited coinage, and 
making it a tender for all dues to the Government and for 
all debts, public and private. If it is excluded from receiv- 
ability at the custom houses, or from being paid to the 



public creditor, it is stigmatized, degraded, and hopelessly 
depreciated in advance, and such an issue would only be a 
repetition of the similar folly of 1862 in respect to the legal- 
tender Treasury notes. If its coinage is to be under Gov- 
ernment control it is only a silver greenback, and with no 
point of advantage over a paper greenback, and there is no 
compensation for the great cost of purchasing the material 
for the manufacture of it. It is far better that the remone- 
tization of silver should be indefinitely postponed than to 
accept it upon such terms of compromise, or upon any terms 
of compromise whatever. 



PAPER NUMBER EIGHTEEN. 

[First publislied November, 1877, as a communication in N. Y. Banker's Magazine^ 

The policy of the United States should be to cheapen gold, not 

silver. 

Since the discovery of America the movement of silver 
has been uninterrupted from the Western World to Eastern 
Asia, which always has a merchandise balance in its favor. 
The general effect upon the Western World of demonetizing 
silver, is to force a larger exportation of it to Eastern Asia, 
and thereby reduce its purchasing power there and increase 
the prices of Oriental products which are measured in silver. 
This loss which results to the Western World from the 
policy of demonetizing silver falls upon Europe to the ex- 
tent only of the disposable stock of that metal which it pos- 
sessed when the policy was entered upon. The larger and 
permanent loss falls upon those parts of the Western World 
which produce the metal, and notably upon the United 
States which is the great producer, and probably will be so 
for an indefinite number of years to come. 

The same demonetization of silver which cheapens that 
metal in the Western World enhances the value of gold. 
And from that enhancement there results to the United 
States, from the peculiarity of its position as an indebted 
country, an amount of loss far exceeding the gain it can 
make as a producer of gold. The annual interest on the 



foreign debt of the United States is computed at not less 
than f 100,000,000, or two and a half times its annual gold 
production. This annual interest is to be paid to the gold- 
standard countries of Europe, either in gold or in agricul- 
tural and other products at gold prices, which is the same 
thing in effect. 

The wise policy for the United States is to enhance the 
purchasing power of silver, which is the principal instrument 
wherewith it acquires the products of the East, and to 
cheapen gold, in which its large foreign debts must be paid, 
or which, at any rate, fixes the price at which its products 
must be used to pay those debts. The policy actually pur- 
sued, under the legislation of 1873-74, tends to cheapen 
silver and to make gold dearer. This is not an American 
policy, but is a British and German policy, and is supported 
by British and German writers without number, great and 
small, on political economy. Very naturally they assign 
every species of reason except the real reason, which is that 
they are writing in the interest of their respective nations, 
whose object is to increase the value of the debts due to 
them. 

If the tons of gold now piled up uselessly in the Treasury 
of the United States, which need not keep a single pound 
of that metal, as it has no occasion to spend any, and owes 
no debt payable in it, was sent to Europe and its place sup- 
plied by silver ; and if the United States should at the same 
time suspend the process of making further drafts upon 
Europe for gold, prices on that continent would immediately 
advance, not gradually, but with a leap and bound. As we 
sell in Europe vastly more than we buy, the resulting an- 
nual enrichment of this country would be measured in tens 
of millions. Cotton, wheat, and all our great staples would 
feel the impulse instantaneously. Every additional ton of 
gold in the Government vaults is a subtraction from their 
prices, and every ton liberated would be so much added to 
their prices. 
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PAPER NUMBER NINETEEN. 

T First published November, 1877, as a communication in N. Y. Banker's Magazine^ 

The difficulty France will have to obtain gold to substitute for its 

silver. 

Pretermitting for the present the questions— whether silver 
from Europe would be any more damaging to this country 
than the same metal from. our own mines, and whether there 
could be any damage at all in voluntary exchanges by our 
citizens of their agricultural products and manufactures for 
the silver of Europe, or of any other part of the world, at 
such prices as may be current in the market from time to 
time — it will allay a good many alarms to consider what 
nations in Europe have any silver to dispose of, and the 
obstacles they must overcome before they can be in a con- 
dition to part with what they possess. 

Briefly, all the disposable silver in Europe consists of the 
unsold remnant of the German stock, and what is in use as 
currency in Holland, Belgium and France, all of these 
being double-standard countries, and the principal amount 
being held in France. The common estimate of the total 
metallic stock of France is i,ooo million dollars, two-fifths 
silver and three-fifths gold. 

Of the assumed 400 million dollars of silver in France it 
is supposed that 100 millions would be needed for subsidiary 
coinage, and 300 millions be disposable in the event of its 
adopting the single gold standard. [ See note.] The quan- 
tity of silver disposable by Holland and Belgium together, if 
they should adopt the single gold standard, would be short 
of 100 millions. The only important case to be considered 
is, therefore, that of France. 

Note.— The most recent estimates put the coined silver in France higher than 
$400,000,000. A great deal is known to have flowed in within two years from the other 
states of the Latin Union. On the asth of July, 1878, the silver in the Bank of France 
amounted to 982,000,000 francs, or $184,616,000. At the Internationa! Monetary Confer- 
ence, August, 1878, M. Leon Saj", the French Minister of Finance, estimated the coined 
silver in France at two and a half milliards of francs, or $469,000,000. 
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At first sight it would seem as if disposing of silver was a 
very simple operation, and as if nothing was needed but 
customers enough and prices sufficiently satisfactory. The 
world is large, and without doubt 300 millions of silver 
could be exchanged by France on fair terms for merchandise, 
if that country should decide to make such an exchange and 
did not press the operation too rapidly. But this 300 millions 
is a part of the currency of France, and that country cannot 
part with it without a prostration of its prices not to be 
thought of, unless it can obtain gold in exchange so as to 
keep up its stock of metallic money. It is obtaining gold 
in exchange for its silver, which is for France as impossible 
a part of the operation as it is an indispensable part of it. 
It is only as gold is obtained in exchange that France will 
or can give up its silver, and no such amount of gold is 
possibly obtainable. 

Undoubtedly it is practicable, although it would be diffi- 
cult, for either Belgium or Holland, and possibly for both 
of them, to abandon their present double standard and 
adopt the gold standard. They are small countries a.nd their 
metallic demands are not large. But the question of France 
is an altogether different affair. 

There are no disposable stocks of gold anywhere, and 
nearly the entire visible stock is in Great Britain, France 
and Germany. In France, as already stated, the authorities 
seem to agree that it is 600 million dollars. In Great Brit- 
ain, the mean of the estimates is 500 millions. Germany, 
to August 18, 1877, had struck of the new gold coinage, and 
it has no other gold coinage, 1,507,644,765 marks, or 
$376,911,191. The -uniform account of this coinage in its 
earlier stages was that it was exported about as fast as it 
was struck. The total metallic stock (May 31, 1877) of the 
Imperial Bank of Germany was f 133,898,800, of which the 
larger half was believed to consist of the silver thaler, which 
is still a full legal tender in that empire. Germany is known 
to have 100 million dollars in subsidiary silver, and is 
believed to have more than that in full-tender silver. An 
estimate of 200 millions in gold is quite as high as the prob- 



abilities justify. Great Britain will give up no part of its 
500 millions, and Germany, instead ol giving up any gold 
that it now possesses, is constantly exchanging silver for 
more gold. Where is the 300 millions of gold, without 
which France cannot abandon the double standard, to come 
from ? 

It certainly cannot come from the current mining supply, 
now down to loi million dollars, and of which, accord- 
ing to the estimate of the London Economist, three-fourths 
are needed to maintain the gold coinages and consmmption 
in the arts, in the countries which coin gold, leaving only 
one-fourth for the supply of the rest of the world, and that 
increase of gold needed for the advancing wants of man- 
kind. England alone requires four millions sterling annually. 
France, besides its silver coins, has a gold coinage com- 
puted to exceed that of Great Britain by one-fifth, and must 
in all ways, in the arts and keeping up its gold coinage, 
consume at least as much. Large amounts of gold are used 
in those parts of the world in which it is not employed as 
money. In the forty years ending in 1875 India absorbed 
it to the amount of 500 million dollars, or at the rate of 
twelve and one-half millions per annum. The visible stock 
in coins and bars, in all quarters, does not exceed the one- 
half of the 3,215 million dollars mined since the California 
. discoveries. A sum equal to the other half and all that 
was in existence before 1848, has disappeared in consump- 
tion. It is the most childish folly to suppose that without 
some miraculous new discovery, France can replace 300 mil- 
lion dollars of silver with gold, and especially while Ger- 
many is straining every nerve to obtain gold. 

Without a final abandonment of specie pa^-ments, the 
only change in the condition of things which could make 
it possible for France to give up 300 millions of silver, is 
a change which, from the nature of it, can only take place 
gradually and in a long period of time. The French have, 
so far, resorted far less than the English, to the various 
expedients by which the use of money is economized. 
The ordinary practice of their trading classes has bepn, and 



2l6 

is even now, to a great extent, to keep their money in their 
own possession instead of depositing it in banks. The 
tendency of their habits, in this respect, is in the direction 
of approximating to those of their British neighbors, and 
the time may come when they will employ, relatively, no 
greater an amount of money, metallic or of any kind. In 
that case, they could part with 300 millions of silver with- 
out replacing it with gold, but such changes in national 
habits are slow, and especially With the French, who seem 
to be Vivacious and versatile only in politics while in trade 
and finance they stick to old fashions with a conservative 
tenacity quite equal to that of the phlegmatic Dutch. 
Whatever silver France parts with by a change in its 
habits, will flow in a very gentle stream, and does not 
threaten an inundation of the United States, or of any part 
of the world. 



PAPER NUMBER TWENTY. 

[ First published as an editorial in the Washington National Republican of Jan. 22, 1878.] 

Sectional aspects of the silver question. 
Pending financial questions cannot be properly discussed 
without a reference to the sectional aspects of the policy of 
such a fundamental change in the standard of values in this 
country, as is involved in the demonetization of silver. It 
is an essential part of the case that while the relation of 
debtor and creditor exists internally among the citizens of 
each State, it exists also in a marked degree between the 
different sections of the country. It is not more true that 
the United States as a whole are the debtors of Europe, 
than that certain divisions of the United States, embracing 
the larger part of its area, and all the more newly-occupied 
portions of it, are indebted tp a vast amount in the aggre- 
gate to a smaller division of the United States, where 
realized capital has had time to accumulate under favoring 
circumstances of commercial, manufacturing, and banking 
concentration. The line which separates these two divisions 
may not be so exactly definite as that which formerly 
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separated the slave and free States, but it is sufficiently 
distinct for popular and political comprehension. 

Of the line between the free and slave States, now hap- 
pily existing no longer, Mr. Jefferson said in 1820 : — 

A geographical line, coinciding with a marked principle, 
moral and political, once conceived and held up to the 
angry passions of men, will never be obliterated, and every 
new irritation will mark it deeper and deeper. 

A geographical line coinciding with a diversity of material 
condition, so marked as that which separates debtors and 
creditors, is quite as dangerously susceptible of being con- 
ceived and held up to the angry passions of men, and is 
quite as certain to be marked deeper and deeper with every 
new irritation, as is a geographical line coinciding with a 
diversity of moral and political principle. Ordinarily, in- 
deed, diversities of mere tlieory and sentiment are much less 
powerful irritants than those questions which directly affect 
the personal fortunes of men. 

Railroads and other public works, and a very considerable 
proportion of individual real estate at the West, and in a 
less degree at the South, are loaded by mortgages held by 
the capitalists of the North-East, who are also the principal 
owners of the State, county, and municipal bonds issued in 
all parts of the country. Of the national bonds held in the 
United States, nearly the whole are held in the North-East, 
and in whatever excess they are held there relatively to the 
amount held in other parts of the country, they really make 
the North-East a creditor of the other portions of the country. 
Of that large part of the national domain granted to rail- 
roads, it may be said that it does now exist, or eventually 
will exist, in the form of equities of redemption, the owner- 
ship of the incumbrances being in the East. Mr. Eaton, one 
of the United States Senators from Connecticut, and a resi- 
dent of Hartford, said, recently : — 

' In the little city of Hartford, with a population of fifty 
thousand people, we have permanently loaned in the West 
$ 200,000,000. 

Agencies for investment in Western mortgages are regu- 
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larly advertised in all the Eastern cities. The interest on 
these various forms of indebtedness, in no case low, is a 
heavy burden even in periods of average prosperity, and 
leaves at the most but a small margin for accumulation to 
the South and West. 

A duplication, or an approximation to a duplication, of 
these debts, by a contraction of the standard of values, would 
assume too nearly the proportions of a general confiscation. 
Undoubtedly, the West and South have great natural re- 
sources, but not greater than those of Egypt, where millions 
of people are reduced to the condition of receiving nothing 
from their government except the bastinado which extorts 
its taxes ; while the fruits of all their toil and privation, 
added to the fertility of the Nile, barely suffice for the semi- 
annual demands of the London and Parisian holders of 
Egyptian bonds. 

That the demonetization of silver tends decisively in the 
direction of appreciating the standard of values, so as to 
render the position of creditors more advantageous and to 
augment the burden of debts, is clearly the judgment of 
both the parties to be affected by it.. 

Silence in respect to the sectional character of the votes 
in Congress upon this measure will not keep it from the 
observation of the country, or prevent the deduction from it 
of the inferences which are unavoidable. Sectional animosi- 
ties, the most alarming of all, are to be allayed, not b" 
silence, but by frankness and by justice. 

■^ Nothing has yet happened to entirely extinguish the hope 
that the North-East will finally decide that it is not discreet 
to struggle further to hold on to the advantages of the de- 
monetization of silver obtained in 1873-4. That advantage 
was gained certainly by surprise, to use no harsher term. 
To attempt to retain it in the face of the plain will of the 
nation, manifested by overwhelming majorities in two suc- 
cessive Congresses, by means of the royal prerogative of 
the veto by a President elected to his office upon no such 
issue, is certain to excite dangerous exasperations. The 
good sense of the North-East may yet be brought to see that 
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it is not expedient to take the risks of the possible conse- 
quences. The powers of the States over the remedies for 
the collection of debts, including the foreclosure of mort- 
gages, are quite undefined, but certainly very large. And 
it is equally certain that they will be strained to. their ut- 
most limit to stave off the collection of debts, doubled in 
their real weight and burden by the abrogation of the an- 
cient and constitutional standard of the country. Nor can 
it be disguised that the present value of no inconsiderable 
part of the national debt rests upon quiet acquiescence in 
acts of a very questionable character, such as the ( so-called ) 
credit- strengthening act of 1869, which gratuitously changed 
the medium of payment of the principal of the five-twenty 
bonds from currency to coin. It may well be hoped that 
the good sense of the North-East will at last recoil from 
the second step of changing coin into gold. That step may 
prove fatal. The violence with which an injury is repelled 
should be proportioned to the injury, but exactness of pro- 
portion is not to be expected. Human passions are to be 
taken into the account. The reprisals of men smarting 
under an injustice are not weighed out in the scales of an 
apothecary. 

But the moderation and patriotism of the North-East, as 
well as its prudence and discretion, may be invoked to 
arrest the dangers which menace the nation. There is 
known to exist in that portion of the country no inconsid- 
erable body of thoughtful men who profoundly deprecate 
the introduction into our politics of this new and por- 
tentous element of sectional discords and hatreds. 



PAPER NUMBER TWENTY- ONE. 

[First published, -February, 1878, as a letter to editors of Washington Republican. ] 

The right of the States to make foreign silver coins a legal tender. 

The recent publication of the annual January proclamation 
by the Secretary of the Treasury, of the value of certain 
foreign coins, furnishes a fit occasion for calling public at- 
tention to one of the practicable ways out of the difficulty 



caused by the neglect of the Federal Government to perform 
its constitutional duty in respect to coining silver money. 

The prohibition imposed upon the States to make anything 
a tender in the payment of debts except gold and silver 
coins, settles beyond peradventure the question of their 
power to make such coins a tender. The words used do not 
limit their power to such coins struck at the American mints. 
The framers of the United States Constitution contemplated 
that foreign coins would continue to circulate here as they 
always had circulated since the first settlement of the coun- 
try. They provided for it by authorizing Congress to regu- 
late the value of foreign coins, and to prescribe punishments 
for the counterfeiting of them. Such coins, and especially 
foreign silver coins, always circulated largely in this country, 
as a matter of fact, until 1862, when the metals disappeared 
altogether. No better coins than the Mexican dollar and 
the French five-franc piece were ever struck at our mints, 
or at any mint, and they were always favorite and accepted 
money in this country until paper expelled both gold and 
silver. 

The law of the case is in a nutshell. The power of Con- 
gress to regulate the value of foreign coins is not an ex- 
clusive power in its own nature. It is not made exclusive 
by any prohibition of it to the States. It results that the 
States may exercise it if the Federal Government shall fail 
to do so. This doctrine, which is sustained by all the 
authorities, is laid down in the following language of Chan- 
cellor Kent's Commentaries, volume i, page 387 : — 

The mere grant of a power to Congress does not imply a 
prohibition on the States to exercise the same power. Thus 
Congress is authorized to establish uniform laws on the sub- 
ject of bankruptcy, but the States may pass bankrupt laws, 
providing there be no acts of Congress in force establishing 
a uniform law on that subject. The States may legislate in 
the absence of Congressional regulation. It is not the mere 
existence of the power, but its exercise which is incompati- 
ble with the exercise of the same power by the States. 

Down to February 21, 1857, the value of foreign coins 
in the most common use had been regulated bv various acts 



of Congress, declaring the value in dollars and cents of 
each specific coin and changing this declared value, from 
time to time, as circumstances required. On the 21st of 
February, 1857, all the then existing acts were repealed, 
and the following enactment was substituted : — 

It shall be the duty of the director of the mint to cause 
assays to be made, from time to time, of such foreign coins 
as may be known to our commerce, to determine their 
average weight, fineness, and value, and to embrace in his 
annual report a statement thereof. 

Subsequently, on the 3d of March, 1873, the following 
enactment was made, and now constitutes section 3564 of 
the Revised Statutes of 1874: — 

The value of foreign coin as expressed in the money of 
account of the United States shall be that of the pure metal 
of such coin of standard value ; and the values of the stand- 
ard coins in circulation of the various nations of the world 
shall be established annually by the Director of the Mint, 
and be proclaimed on the first day of January by the Secre- 
tary of the Treasury. 

The proclamation of the first instant, issued under the 
foregoing section by the present Secretary of the Treasury, 
fixes the values of the Mexican silver dollar at 99.8 cents ; 
of the French silver five-franc piece at 96.5 cents ; of the 
East Indian silver rupee at 43.6 cents, &c., &c. 

It seems very clear that section 3564 of the Revised Stat- 
utes, when made effective by a Treasury proclamation issued 
in pursuamce of it, amounts to an exercise, as to the coins 
embraced in such proclamation, of the constitutional power 
of Congress to regulate the value of foreign coins. If, how- 
ever, this view is not the sound one, then the power of Con- 
gress in this regard is not exercised at all, in which case the 
rights of the States to regulate the value of foreign coins 
may be resumed. 

The States may, therefore, if they choose to do so, declare 
that any of the silver coins named in the Treasury procla- 
mation shall be a tender in the payment of debts at the rates 
specifisd in the proclamation. In any view, the validity of 
such State laws would be sustained. They would be valid 



as adopting and conforming to a regulation by Congress of 
the value of foreign coins, if section 3564 of the Revised 
Statutes is such a regulation. And they would be valid if 
section 3564 is held not to be such a regulation, as in that 
case the power of Congress would not be exercised, and the 
original powers of the States in the premises would be 
revived. 

The persons, whoever they were, who manipulated the 
coinage title of the Revised Statutes, have inserted words 
declaring that no foreign gold or silver coins shall be a 
legal tender in payment of debts. No such law has ever 
been passed by Congress, and those words are fraudulent 
interpolations. 

They are, however, without legal effect, as Congress has 
Tio constitutional power in respect to foreign coins, beyond 
regulating their value, and providing penalties for counter- 
feiting them. 

There can be no question of the right of the States to 
make the subsidiary silver coins, struck at the United States 
mint, a tender without limit in the payment of debts ; but 
the quantity of such coins is too small to afford any sensi- 
ble relief. On the other hand, the relief which is possible 
from foreign silver coins is unlimited. Not only would the 
entire current coinage of the Mexican silver dollar be 
diverted to this country, but great amounts of that coin, 
now scattered in various parts of the world, would also be 
.attracted to the United States, until its value here as money 
was reduced to its bullion value elsewhere. At present, we 
should attract no silver five-franc pieces from France, be- 
cause they are now kept at a parity with gold by the 
French double standard and the closure of the French 
mints to silver ; but French laws, like other laws, may be 
changed. The mints at Calcutta and Bombay are, however, 
open to silver and are likely to remain so. They are 
British mints and every whit as trustworthy as the mints 
of Philadelphia and San Francisco. The head of Queen 
Victoria would be as pleasing, or as little distasteful, which- 
ever form of expression luay be the most acceptable, in sil- 
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ver on an Indian rupee as in gold on an English sovereign. 
Undoubtedly, the American coat of arms would be most 
agreeable to American eyes ; but if we are to be deprived 
of American silver coins, it is consoling to know that 
foreign silver coins are within the reach of the States. 



PAPER NUMBER TWENTY- TWO. 

X First published February, 1878, as a communication in the N. Y. Banker's Magazine^ 

The question of a double, or single standard, a new one for the 
present generation in the United States. Real nature of a 
double standard. The concurrent circulation of the metals not 
important. The alleged necessity of conforming to the London 
standard.. Making a heavier dollar. 

That particular phase of the currency problem which is 
involved in the choice between a double standard of the two 
precious metals and a single standard of one of them, has 
not been popularly discussed by the present generation in 
the United States until within two years. Indeed, it was 
never much discussed in this country, except in and about 
1830, when a marked divergence between the market and 
legal relations of the metals, which had continued for sev- 
eral years, attracted attention to the subject. When our first 
National coinage law was passed in 1792, the concurrence in 
favor of the double standard, of the two great intellects in 
General Washington's cabinet, which reached opposite con- 
clusions on so many other subjects, took this particular 
question out of the field of controversy. When Mr. Hamil- 
ton and Mr. Jefferson agreed nobody else was likely to dis- 
agree. From 1 82 1 to 1830, the premium on gold had ranged 
as high as from five to eight per cent., and had for that 
space of time completely expelled gold from the actual cir- 
culation. This induced the then Secretary of the Treasury, 
Mr. Ingham, to recommend, not very strenuously, but still 
distinctly, a single standard, and by a very decided prefer- 
ence, that of silver. This recommendation, however, found 
little favor. Albert Gallatin opposed it with his accustomed 
vigor, apparently unabated by his advanced age, and it was 
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speedily crushed and put at rest by an adverse report made 
to the United States Senate by Mr. Sandford of New York. 
With the exception of a letter in favor of the gold standard, 
written by Abbott Lawrence, when he was Minister to Eng- 
land, and which would naturally be ascribed to the well- 
known disposition of Boston to adopt and copy everything 
British, nothing was heard here of a single standard until 
1852, when the market and legal relations of the metals had 
again diverged — but this time by a premium on silver. And 
it was not then heard of in the sense that anybody proposed 
it, but because it was discussed in a report of the Finance 
Committee of the United States Senate, as a calamity " dis- 
astrous to the human race," and in respect to the best means 
to avoid it. The measure proposed by that committee, and 
which was passed through all the stages of legislation early 
in 1853, was to diminish the weight of the smaller silver 
coins and thereby keep them in circulation, notwithstanding 
a temporary premium on that metal. This expedient, not in 
contravention of the double standard, but for the express 
and avowed purpose of preserving it, is familiar in the prac- 
tice of France and other double-standard countries in Europe 
These discussions of 1830 and 1852 in the United States 
had been forgotten, and there was very little on the subject 
in the modern English writers upon political economy, 
hardly anything in fact beyond a few characteristically shal- 
low and dreary platitudes by John Stuart Mill. Indeed 
there was nothing in the English language covering the 
modern facts of the situation, except Cobden's translation 
of Chevalier's Fall of Gold. That book, brilliant and inter- 
esting twenty years ago when it was written, had, by reason 
of the failure in the then anticipated production of gold 
passed as completely into the limbo of things lost on earth, 
as the somewhat earlier and quite as brilliant brochure of De 
Quincy, demonstrating that gold was soon to become abso- 
lutely valueless, or as Dr. Lardner's demonstration of forty 
years ago, that the coals necessary to propel steamships 
across the Atlantic would exhaust their carrying capacity, 
and disable them from carrying anything else. 
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But if the American people have entered so recently upon 
this discussion, and with so few aids in the way of already 
collected facts and reasonings, they have shown great apti- 
tude in grappling with it, and in arriving at sound results. 
A summary of the leading points of this discussion may 
be useful. 

REAL NATURE OF A DOUBLE STANDARD. 

It is objected to the double standard, that it involves an 
attempt by governments to fix the market values of gold 
and silver, and that it is clearly impossible for governments 
to fix the market value of anything. In various forms of 
language, it is said that if law fixes the relation of the 
metals at fifteen to one, fifteen and one-half to one, or six- 
teen to one, the facts of the market will fix it at other fig- 
ures from time to time, without regard. to the will of legis- 
lators. Undoubtedly this is true, but the law of the double 
standard does not undertake to do any such absurd thing 
as fixing the values of gold and silver, either in relation to 
other things, or in relation to each other. The American 
law of the double standard, when it was abrogated in 
1873-4, did not require the owner of sixteen pounds of sil- 
ver to exchange them for one pound of gold or vice versa, 
nor did it require those who offered any species of property 
in the market, to accept indifferently silver or gold in that 
proportion. The owner of either metal was left free to 
put his own value on it, and the owner of any commodity 
who offered it for one pound of gold, might demand for it 
twenty pounds, or any other weight, of silver. The Ameri- 
can law neither declared that sixteen to one was the 
market relation of the metals, nor did it undertake to guar- 
antee that such a relation, if it happened at any time to 
exist, should continue permanent. It did nothing of that 
sort. It simply prescribed that in the payment of debts, 
sixteen pounds of coined silver should be the equivalqnt of 
one pound of coined gold and that the choice of the 
medium of payment should belong to the paying party. 
Such a law may be wise or unwise, but it clearly involves 
nothing impossible to be regulated by law. From the set- 
's 
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tlement of America down to 1873-4, we never had any other 
law, and the execution of it never proved to be impracti- 
cable. 

But while the law of the double standard undertakes to 
establish the equivalency of the metals only in the one single 
particular of their employment in the payment of debts, and 
attempts no such absurdity as declaring or prescribing their 
market equivalency, it has, nevertheless, been shown by a 
long experience, that there is a strong and constant tendency 
toward an approximation of the market and debt-paying 
equivalencies. This has been most remarkably shown in the 
history of this country, under the extreme and violent alter- 
ation of the legal equivalency from fifteen to one, as fixed 
in 1792, to sixteen to one as fixed by the acts of 1834-7. 
Neither ratio conformed when made, or during its continu- 
ance, to the current market relation of the world, but not- 
withstanding this, the legal relation so influenced the market 
relation in this country, that gold and silver circulated con- 
currently the larger part of the time. Mr. John Sherman 
constantly affirms that gold was at once expelled from our 
active currency by being underrated in the coinage act of 
1792, and did not circulate at all until 1834. He gives no 
authority for these statements, and they are complete errors. 
Mr. Ingham, in the report of 1830, before referred to, states 
that the premium on gold in our markets did not manifest 
itself until 1821, when the Bank of England made a demand 
for it wherewith to resume payments. Mr. Ingham must 
have known what the fact was when he said : — 

Prior to the year 182 1, gold and silver generally bore the 
same relation in the market of the United States, which they 
did in the mint regulation. 

Appended to Mr. Ingham's report is a paper from Dr. 
Samuel Moore, the then Director of the Mint, who states 
that after a diligent search of tables of exchanges, he could 
find "«^ trace" of any premium on gold before 1821. 

Mr. Ingham ascribes any diminished use of gold prior to 
1821, not to a divergence between the market and legal re- 
lation of the metals, but to an increasing use of bank notes, 
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•which tended to expel coins of both kinds, and especially 
gold. The writer of this article is old enough to have 
learned personally from the men of that day, that gold was 
common in the circulation certainly of the Eastern States, 
in the early part of thie century. 

THE CONCURRENT CIRCULATION OF THE METALS NOT IM- 
PORTANT. 

It is objected to the double standard, that if the market 
relation of the metals varies sensibly from their legal rela- 
tion, they will not be maintained in actual concurrent cir- 
culation, and that the money in practical use will consist 
of only one metal. Obviously this is true, and it may also 
be admitted that the market and legal relations of the 
metals have often varied in times past in double-standard 
countries. But suppose it to be true, that under the 
double standard the two metals cannot be kept in actual 
concurrent circulation more than one-third, or even one- 
fourth of the time ; how can that be complained of by the 
advocates of the single standard, which does not allow the 
two metals to circulate concurrently any part of the time? 
And why should it be complained of by anybody ? It is as 
undesirable as it is impossible to have two metals circulate 
concurrently, when one is sensibly dearer in the market 
than the other. The desirable thing, and the obviously sen- 
sible thing, to do in such a case, is to exchange the dearer 
for the cheaper, which will perform the same monetary 
functions, and realize the profit on the exchange. Such a 
change in the metal preponderation in the circulation of 
France, has occurred in recent times, and we have the 
authority of the present French Baron Rothschild for say- 
ing, that nobody in that country suffered inconvenience 
from it. Such a change occurred here after 182 1, when all 
the gold left the country, of which case we have the fol- 
lowing account in a letter of Samuel White, cashier of the 
Baltimore branch of the United States Bank, printed with 
the report (1830) of Mr. Ingham, already referred to: — 

If any evil, or real inconvenience, has been experienced, 



I must confess my inability to perceive it. The matter ap- 
pears to resolve itself into the simple calculation, virhether 
or not we have sustained pecuniary loss by the conversion 
of the gold portion of our specie into silver coin, at the 
rate of five per cent, premium, which was obtained. 

The proposition, which is true, that under the double 
standard, the cheaper metal drives out the dearer, is changed 
into a proposition which is not true, by the verbal thimble- 
rigging of saying that in that case, the bad money drives 
out the good. The invincible advantage of the double stand- 
ard is, that it keeps the best metal in circulation, because 
the cheapest is the best in almost all cases. It is so, because, 
in almost all cases, the cheapest more nearly preserves the 
existing status of prices, and prevents an unjust enhance- 
ment of the burden of debts and a perversion of the equity 
of contracts. Albert Gallatin, in his answer made in 1829 
to the complaint that the double standard compelled credit- 
ors to accept always the cheaper metal, considered that it 
was sufficient to say that a divergence of the market relation 
between the metals was as likely to be caused by a rise in 
one of them, as by a fall in the other, and that as the choice 
of the medium of payment must necessarily be given to one 
or the other party to money contracts, it would be no more 
just, and less expedient, to give it to the creditor. Beyond 
question, that was a sufiicient answer. It rests upon the 
impregnable principle of the Code Napoleon, that every 
evenly balanced case shall be resolved in favor of the debtor. 
But it is by no means so strong an answer as is warranted 
by the facts of experience since 1829. So far, divergencies 
in the relative market relation of the metals have arisen in- 
variably from a rise in one of them. That is true of the 
divergence since 1872-3. Silver will purchase more labor, 
more real estate, and more of the general average of com- 
modities, in every country on the face of the globe, than it 
would five years ago. To-day it is gold which is the bad 
money. It is bad in every sense and aspect in which money 
can possibly be bad. It depresses prices, cripples, industry, 
aggravates the burden of debts, and unjustly enriches one 
set of men at the general expense of the community. The 
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watchword of the advocates of the gold standard is " hetter 
money," by which they mean more valuable money. But it 
is plain that money can only rise in value, as other things 
fall in price, and that the money which is "better" for those 
who receive it as creditors, must be worse for those who 
have to pay it as debtors. Alexander Hamilton was not in 
search of "better money" in the gold-standard sense of that 
phrase, when he framed the coinage act of 1792. His object 
was, so far as he could fairly reach it, an abundant money, 
the language of his report on the mint being : — 

To annul the use of either of the metals as money, is to 
abridge the quantity of circulating medium, and is liable to 
all the objections which arise from a comparison of the 
benefits of a full, with the evils of a scanty, circulation. 

That the actual concurrent circulation of the two metals 
is an essentially important feature of the double standard, 
is a fancy peculiar to M. Cernuschi, and has never received 
the slightest countenance from the supporters of the double 
standard, either in France or in the United States, in any 
period of their history. When the French circulation was 
substantially an exclusively silver one, as it was before the 
California discoveries, nobody in France proposed on that 
account, or on any other account, to abrogate the double 
standard. And although since gold has become predomi- 
nant in the French circulation, the abrogation of the double 
standard has been advocated, the reasons given have been 
of an altogether different character. The principal reason 
gjven, and doubtless the only^real one, has been the appre- 
hension that the increased production of the metals threat- 
ened a fall in the value of money, and a rise in wages and 
property, unless one of the metals was demonetized. In 
this country, gold entirely disappeared between 1821 and 
1834, and silver largely disappeared between 1850 and 1862, 
but during the first of those periods, the abandonment of 
the double standard was only feebly proposed, and during 
the second period, it was not proposed at all. When the 
single standard was adopted in 1873-4, both of the metals 
were out of circulation. These illustrations from our own 
history, and from that of France, prove decisively that it is a 
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modern notion altogether, that the advantages of the double 
standard are lost by the temporary preponderance, or even 
by a long continued preponderance, of one of the metals in 
the active circulation. 

It is sufficient that the double standard secures, either the 
actual concurrent circulation of the two metals, or the cir- 
culation of that one of the two which best preserves the 
stability of prices at the time. And, furthermore, even 
when only one metal is in actual circulation, the other 
metal is potentially money, is always within reach, and will 
always flow in when it is wanted. As either metal will dis- 
charge legal obligations, the debt-paying power of all com- 
modities is thus the highest price which they will command in 
either metal in any country, since commerce reaches everywhere. 
There can be no such thing as a corner on one of the 
metals when both are legally available. And while the 
alternation from the use of the one to the use of the other 
can never involve any inconvenience, it. cannot possibly 
take place except when it is induced and attended by a 
profit. 

THE ALLEGED NECESSITY OF CONFORMING TO THE LONDON 
STANDARD. 

One of the most singular episodes in the silver discussion 
in this country, is the novel theory, that because gold is the 
English standard, and because London is the centre of finan- 
cial and commercial exchanges, all other nations must adopt 
the same standard. But England has had the gold standard 
since 1821, or more than half*a century before this theory 
was heard of in this country, and the pre-eminence of Lon- 
don, in the particulars mentioned, was an existing fact during 
all that time. Indeed this pre-eminence was rather greater 
fifty years ago than it is now. This theory has not been 
heard of in Europe to this day. In none of the discussions 
there, has it ever been alleged that similarity of standards 
facilitated international trade in general, or that dissimilarity 
in standards obstructed such trade in general, nor has it 
ever been alleged that the position of England was so com- 
manding that a conformity to the English standard was 
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necessary, or in any degree advantageous. No European' 
nation has ever been influenced, apparently, by a desire for 
conformity in its standard to that of neighbors, near or re- 
mote. With the exception of Portugal, which is commer- 
cially an English dependency, no European nation adopted 
the standard established in England in 1821, until Germany 
did it in 187 1, and that Germany did not then do it from 
any. desire to have a standard like that of England, is proved 
beyond all controversy, by the fact that in 1857 it demone- 
tized gold. It is entirely well known that Europe, and es- 
pecially Germany, has made progress toward financial and 
commercial independence of London during the fourteen 
years following 1857. Undoubtedly, the governing classes 
in Germany having decided that the general demonetization 
of one of the metals would promote their interests, demone- 
tized in 187 1 the same metal which England had already 
demonetized, as the only means of effecting the object of 
driving one of the metals out of the European circulation, 
and thus enhancing the value of all European credits. But 
this view does not at all involve the theory that a conform- 
ity to the London standard was advantageous in any way 
to the trade of Germany. 

Not only was the gold standard not adopted in Europe 
because England had that standard, but the two countries 
on the continent of Europe most distinctly commercial, 
Holland and Belgium, abandoned the double standard ( Hol- 
land in 1847, and Belgium in 1850) and adopted the single 
silver standard ( maintained by Belgium until 1861, and by 
Holland until 1785) without apparently a suspicion that a 
conformity to the standard of London was in any way 
important. 

The persons in Holland, Belgium and France, who now 
insist upon following the example of Germany in demonet- 
izing silver, do not take the ground, either that an iden- 
tity of money standards among European nations is in 
itself desirable, or that a conformity to that of England is 
desirable. Their ground is the altogether different one, 
that the demonetization of silver by Germany, added to 
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the prior demonetization of it by England, will cause a 
depreciation of that metal, not preventable by other nations, 
and incompatible with its usefulness as money. This view 
has nothing in common either with the view that an identity 
of standards is internationally useful, or with the view that 
a conformity to the London standard is necessary, or even 
advantageous. That European opinion upon both these last 
questions is the other way is shown by European practice. 

M. Mees, President of the Bank of the Netherlands, was 
one of the two delegates from Holland in the Paris Con- 
ference of 1867. In the Proces-Verbaux of the third sitting: — 

M. Mees declared himself, for each State by itself, a sup- 
porter of a single standard, but he saw serious inconveni- 
ences in the adoption by all the countries of Europe of the 
same standard, because that would exclude one of the 
metals completely from the European circulation, whereas 
he considered it useful to preserve them both. He would 
agree neither to a standard of silver exclusively nor to a 
standard of gold exclusively, {ni Vetalon d^ argent exclusif, 
ni I'etalon d'or exclusif!) 

It is apparent that the President of the Bank of the 
Netherlands, as late as 1867, did not suspect and had never 
heard that a diversity of money standards among the nations 
of Europe was objectionable. He knew from the experience 
of silver-using Holland, separated only by a narrow chan- 
nel from gold-using England, that there was no disadvan- 
tage in it. What he saw inconvenience in, and serious 
inconvenience, was in expelling either metal from the Euro- 
pean circulation where both were needed. 

From this brief historical review of monetary opinions 
here and in Europe, it is apparent that both the suggestions 
that commercial nations should have an identity of stand- 
ards, and that all of them must conform to that of London, 
from the financial pre-eminence of that city, are mere after- 
thoughts. It is certain that nobody made either suggestion 
for fifty years after London adopted gold. And it is not 
doubtful that neither suggestion would have been made for 
another fifty years, if certain interests had not determined 
to demonetize silver for the altogether different real objects 



of diminishing the mass of money reducing the prices of 
property and labor, and aggrandizing the position of the 
creditor and income classes of nations. 

The absurdity of both these suggestions is as plain as is 
the fact that they are both afterthoughts. Money, in its 
proper sense of legal tender, is something essentially and 
necessarily local. Legal-tender laws have no more operation 
extra-territorially than other laws, and it is only by formal 
treaties that money could be made international. As be- 
tween nations coins pass only as commodities and at the 
market value of the bullion in them. The legal-tender laws 
of the country receiving them may ailect this market value 
somewhat, but after all it is the market value, as settled by 
all the influences which control it, which governs the rate 
at which they are accepted. One hundred pounds avoirdu- 
pois of silver from the United States, where it is not a legal 
tender, will command the same price in London as one 
hundred pounds advoirdupois of silver from Mexico' where 
it is a legal tender. Nor has the market value of silver in 
London, since that metal was demonetized by English law, 
€ver varied appreciably from its market value in those parts 
of Europe in which it could be coined into money, nor can 
it ever so vary hereafter so long as commerce is free. Mr. 
A. A. Low called the attention of the United States Mone- 
tary Commission to the fact that our silver sent to China 
would command the same price there whether we demonet- 
ized it at home or not, but his own attention seems never 
to have been called to another fact, equally obvious, that 
any gold we might possess, whether obtained by commerce 
or from our mines, would sell in London at a price entirely 
unaffected by the state of our own circulation, whether it 
consisted of gold, or silver, or paper. International trade 
is an exchange of market values, and this is as true of the 
precious metals as of anything else, and for the purpose 
of reckoning and of accounts, there is no greater difficulty 
in translating the money of one country into that of another 
than there is in translating the weights and measures of 
one country into those of another. Sensible people will 
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take the world as they find it and make the best of it. A 
uniform money for all nations is as idle a dream as a 
uniform language and is of far less practical importance. 
As noticed in the report of the United States Monetary Com- 
mission, different moneys are used even in the same empire 
without inconvenience, as in the case of England which 
uses gold while India uses silver, and in the case of the 
Atlantic States of this Union which use greenbacks while 
the Pacific States use gbld. 

MAKING A HEAVIER DOLLAR. 

The silver discussion has been fruitful in suggestions. 
One of them is to remonetize silver on the basis that gold 
at its present artificially augmented value, is the true 
measure, and to add enough silver to the silver dollar to 
make it equal to the gold dollar, at the present relative 
market valuations of the two metals. This proposition is, 
in hriei, to add, say, nine per cent, to the weight of the 
silver dollar. This extraordinary proposition has not yet 
been made in Congress, and it is doubtful if it ever will 
be. Members of Congress have a wholesome fear of a call 
for the yeas and nays, and will avoid, if they can, the 
responsibility of a recorded vote to add one hundred and 
fifty-three millions to the bonded debt of the nation, and 
in the same proportion to debts of all other descriptions. 
The gold minority of the Senate Finance Committee were 
ingenious enough and persistent enough in proposing every 
amendment to the House Silver Bill which had any appear- 
ance of plausibility, but they did not venture upon tliis one 
of making a heavier dollar, in plain violation of the sanc- 
tity of contracts. Everybody knows that silver is now 
quite as valuable, in relation to anything but gold, as it 
was when it was demonetized in 1873-4, and that to remon- 
etize it with an added weight sufficient to carry it up to 
the present rating of gold, would be simply to confirm and 
perpetuate the injustice of the demonetizing policy. And 
nobody really doubts that silver, remonetized at its old 
weight, with free coinage, would in no long time recover 
its old relation to the other metal. 
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What makes this suggestion especially objectionable in 
this country, is the known and admitted fact that from 1834 
down to 1873-4, there was too much silver in our silver 
coins, as conipared with the amount of gold in our gold 
coins. The silver dollar was worth 103 cents in gold in 
1873. The legal relation in the European countries having 
the double standard, has been during this century fifteen and 
a half to one, and it was this European relation which gov- 
erned the general markets. When we made the relation 
about sixteen to one, as was done by the coinage act of 
1834, slightly modified by the act of 1837, we created this 
difference of three per cent, between our silver coins and 
our gold coins. That our silver dollar in 1873 was worth 
103 cents in our gold dollar, was an expression in that form 
of the fact that the world's market relation of gold and sil- 
ver was fifteen and a half to one, whereas our legal relation 
was sixteen to one. To add now to the weight of the silver 
dollar, instead of rectifying a former mistake, would aggra- 
vate it and render it hopeless. To add to the weight of the 
silver dollar nine per cent., is to establish a legal relation 
of about seventeen and a half to one, which would make it 
certain for all time that no silver could ever circulate in the 
United States. The thing really to be feared is, that silver, 
if remonetized at the former relation of sixteen to one, will 
before long reach such a premium above gold, as to again 
impede its circulation. It is absurd to pretend that the mar- 
ket relation of the metals, when one of them is relatively 
depressed by being deprived of the money function, and 
vAien the other is both relatively and positively aggrandized 
by being exclusively invested with the money function, is 
any criterion of what their relative market value would be if 
both were equally money. But it is precisely that absurdity 
which is involved in the proposition to add nine per cent. 
to the weight of the remonetized silver dollar, because de- 
monetized silver is nine per cent, less valuable than gold. 
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PAPER NUMBER TWENTY- THREE. 

[First published May 14, 1878, as a communication in tiie N. Y. Stockholder \ 

The gain to debtors from the restoration of silver, is not merely 
the difference in the values of gold and silver, but the. far more 
important advantage of reducing the value of gold. 
The gain to the debtor on coin contracts, and the corre- 
sponding loss to the creditor on such contracts, from the 
remonetization of silver in the United States, are frequently 
described as consisting of and measured by the difference in 
value between a silver dollar and a gold dollar. That view 
of the case is expressed in various forms of language, such 
as the following from the London Economist of April 20, 
1878:— 

The difference in cost to the people of the United States 
between resumption on an exclusively gold and an exclu- 
sively silver basis, can obviously be no greater than the 
difference in prime cost between the value of the metals 
employed. 

In truth nothing can be clearer than that debtors in the 
United States on coin contracts, including the government, 
gain by the remonetization of silver, not merely the differ- 
ence in value between gold and silver dollars, which may 
be greater or less, and at times may disappear altogether, 
but also that reduction in the value of gold which results 
from the abandonment by the United States of a single gold 
standard and its adoption of the double standard. This last 
gain, which the London Economist wholly overlooks, is be- 
yond comparison the most material and important of the 
two, and it is the only one of the two which may be relied 
upon at all times. Our experience has been that, while at 
certain periods there has been a divergence between the 
market and legal valuations of the two metal moneys, at 
other periods this difference wholly disappears or becomes 
inappreciable. Whenever this last condition shall again 
occur, debtors on coin contracts will no longer gain any- 
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thing from a difference in values of gold and silver dollars. 
But they will never cease to profit from that far greater 
reduction in the value of gold, which must forever result 
from the substitution of silver for gold in the metallic money 
in use in the country. 

What the precise percentage of this production may be, 
cannot be fixed, but on a general view of the facts in the 
case, it must be very great. An approximate estimate of the 
gold money ( coin and bars ) in the Western World, which 
is the only part of the world using such money is — 

France $ 600,000,000 

Great Britain 500,000,000 

Germany 250,000,000 

United States 200,000,000 

Elsewhere 150,000,000 

f 1,700,000,000 
Whatever the stock of gold money may be, nobody sup- 
poses it is increasing, or that it will increase, unless there 
is a material augmentation of the current supply, which 
has been substantially stationary for several years at 
$ 100,000,000 per annum. That this is no more than suffi- 
cient to keep the stock good, against absorption in jewelry 
and the arts, and against the waste and loss of coinages, is 
maintained by most if not all authorities on the subject. 
That it was at any rate not more than sufficient to increase 
the gold stock in proportion to the increase of population 
and commerce in the countries using gold money, is showit 
by the fact that the advance of gold prices was distinctly 
checked in 1865, and that these were already sensibly declin- 
ing when the German policy of December, 187 1, precipi- 
tated and aggravated their fall. The London Economist has 
constantly insisted that the new drain of gold by Germany, 
could be in no part met by the current annual supply, but 
must be, to the full extent of it, a depletion and reduction 
of the existing stock of gold, and with all the inevitable 
effects upon prices and commerce of such a depletion and 
reduction. 
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With the experience we have had of the pressure on the 
gold markets, rise in the value of gold and fall of gold 
prices, resulting from the German gold movement, we can 
be sure that the difference to the gold markets must be very 
great ^between a continued accumulation and retention of 
gold in the United States, and that giving up of gold by 
the United States to Europe, which is rendered possible by, 
and is certain to result from, the silver legislation of Feb- 
ruary 28, 1878. To resume coin payments on an exclusively 
gold standard and to maintain such resumption, cannot be 
supposed to require much less, than ^300,000,000 in gold, in 
the reserves of banks and public treasury and in the hands 
of the people. That is only three-fifths as much gold as 
Great Britain and Ireland use, with three-fourths of our 
population, and although their employment of money of both 
kinds, paper and metallic, is and must be much less per 
capita than in this country, with its greater area and less 
complete banking facilities. Undoubtedly, the United States 
can get along with a less proportion of coin to paper money 
than Great Britain, as we are accustomed to the use of much 
lower denominations of paper -money notes, but it seems 
rash to assume, taking all circumstances into the account, 
that we can get along with less than three-fifths of as much 
coin as is required in Great Britain. 

Whatever amount of gold would have been required to 
commence and maintain gold payments in this country, a 
large part of it, and possibly the whole of it, may be made 
available for export to Europe, by the substitution of silver 
under the law of February 28, 1878. This substitution will 
be gradual, but that only postpones, and in no wise changes 
the character of the final result. There is no limit to the 
amount of silver which must and will be coined under that 
law, although the monthly rate of coinage is restricted. 
This restriction itself arises only from the circumstance 
that the President is opposed to the use of silver at all as 
full money, and that in order to obtain the two-thirds vote 
needed to pass any silver law over his veto, it was neces- 
sary to admit this restriction into the law. But the Presi- 
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dent may change his mind, and at any rate, his term of 
office will expire in less than three years. The existing 
restrictions in the silver coinage is thus only an accidental 
and temporary fact, and will disappear in no long time. 
But the utmost effect of the restriction, is to make the 
substitution of silver for gold more gradual than it would 
otherwise be. The substitution will steadily go on, unless 
the market relation of the metals in this country becomes 
the same, or nearly the same, as the legal relation, which 
will require an advance of about ten per cent, in the silver 
market. Such an advance is not to be looked for, if our 
present restriction upon silver is persisted in, until time 
enough has elapsed to make our coinage considerable even 
under that restriction. In certain contingencies, such as the 
further progress of silver demonetization in Europe, any 
such advance as ten per cent, in the silver market may be 
postponed for years. Until that advance is fully reached, 
gold will flow out of the country, just in proportion as the 
coinage of silver provides a substitute, and in the end, if 
that advance is never reached, all the gold that is now in 
the country, as well as the current production, will flow 
out. At all events, a very large substitution of silver for 
gold must take place, because there is no other existing 
cause for a rise in silver except its absorption in our 
coinage. 

To say that the gain to the government and other debtors 
upon coin contracts in this country, from the remonetization 
of silver, is. limited to the present difference of ten per cent, 
between the two metals, is to ignore the enormous appreci-. 
ation of the value and purchasing power of gold which 
would result from our use of it as the sole standard. Escape 
from that appreciation is a far greater relief to debtors on 
coin contracts, than the mere difference of. ten per cent, 
between the two metals. The margin between a ninety-cent 
dollar and a dollar with one hundred cents in it, would 
never have provoked the fierceness of passion which marked 
the struggle attending the passage of the law of February 
28, 1878. The silver dollar, when its coinage has had time 
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to make good progress, instead of being a ninety-cent dollar, 
will not contain at the outside more than seventy-five cents, 
or one-hundredth parts, of such a dollar as we should have 
had, if silver had not been remonetized. The gain to debt- 
ors on coin contracts, instead of being ten per cent., is at 
least twenty-five per cent. Whatever the gain may be, it 
impairs no right of creditors, who lose nothing except a 
profit to which they were not entitled. 

We have in this country an immense mass of debts, nota- 
bly railroad bonds, but also many municipal bonds, in which 
the thing especially promised is gold. On the theory of the 
London Economist, the debtors in such cases gain nothing by 
the remonetization of silver. Undoubtedly they do not gain, 
as debtors on coin contracts do, the difference between the 
two metals, but they participate equally in the much larger 
gain of the reduction in the value of gold which results 
from its being no longer in demand as the sole lawful me- 
tallic money of the United States. 

If to this reduction in the value of gold, which is certain 
to occur, there be added that reduction which may result 
from the check which will probably be given to the progress 
of European silver demonetization, by the overwhelming and 
decisive repudiation of that policy in the United States, the 
importance of the legislation of February 28, 1878, can 
hardly be overstated. 

PAPER NUMBER TWENTY- FOUR. 

[First published June 4, 1878, as a communication in the N. Y. StgckholderP^ 

The present rule under the double standard, giving to the debtor 
the option of the metal in which to pay, compared with the pro- 
posed new rules, giving the option to the creditor, or obliging 
the debtor to pay both metals in some prescribed proportions. 

It is objected to the double standard of gold and silver, 
that it is as absurd to have two measures of value, or two 
mediums in which contracts to pay money may be dis- 
charged, as it would be to have two clocks to measure time, 
two yard-sticks to measure cloth, or two bushels to measure 
.grain. 
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Inasmuch as clocks vary, from the unavoidable imper- 
fection of machinery, it is quite plain that a standard time 
could not be fixed by two clocks, unless there was some 
prescribed rule by which the governing time should be de- 
duced from them. But that purpose could be effectually 
accomplished by either one of the three following rules : — 

That the governing time should be that indicated by the 
fastest clock ; 

That the governing time should be that indicated by the 
slowest clock ; 

That the governing time should be the mean of the two 
clocks. 

The last-named method of determining time is actually 
adopted at sea, on board many ships and steamers, by 
having two or even more chronometers, and taking the 
mean of the time which they indicate. Such a mean is 
undoubtedly more accurate than the time indicated by any 
one chronometer singly. 

In like manner the public^ authority, in any country, might 
prescribe two bushels, and two yard-sticks, one of wood and 
one of metal, having in view the different shrinkages and 
expansions of those substances from cold and heat, and de- 
clare that the bushel and yard-stick, according to which 
contracts should be performed, should be the larger, or the 
smaller for the time being, or the mean of the two. In the 
supposed cases, there would never be at any one time more 
thnn one standard bushel, or more than one standard yard- 
stick, according to which contracts to deliver quantities of 
grain or clo'th could be performed. There would of course 
be at all times two bushels and two yard-sticks, and they 
might be of different capacities, or lengths, but there would 
be a plain legal rule to determine which bushel, or yard- 
stick, must be used at any given moment. 

So far in the history of the double standard of metallic 
money, the rule has always been to make the money of 
payment at any given moment, that one of the two moneys 
which the debtor chooses to pay, and of course he always 
chooses and pays the cheaper, whenever there is any sensi- 
i6 
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ble difference of market value between the two. In that 
way, the cheaper money becomes the sole money in use, 
> and the dearer ceases, for the time being, to be anything 
but a commodity, and is bought and sold as such, at vary- 
ing rates of premium. But there is never any confusion, or 
uncertainty, as to what is the money of payment for the 
time being, whether it consists of the two metals indiffer- 
ently, by reason of their relative legal and market valua- 
tions being substantially alike, or of one metal only, by 
reason of a sensible divergence in those valuations. The 
money standard in use is always single, definite and incapa- 
ble of being misunderstood. There are never any two 
different moneys under the double standard, but only one 
money, consisting sometimes of one metal, sometimes of the 
other, and only of both when their value is the same. 

In the case of both the metals being legally money, it 
would be quite practicable to secure a single standard 
money at any given moment, in two other modes, than the 
mode heretofore always adopted. 

Instead of giving to the debtor the option of the metal 
in which to pay, the option might be given to the creditor 
of determining the metal in which he alone would receive 
payment, and in that case, the money in actual use would 
be always the dearer metal. 

Or, the rule of law might be that payments should be 
made in both metals in some prescribed proportion, as, for 
instance, in one-half of each. 

Either of these two rules would as completely and effect- 
ually accomplish the object of securing a fixed, certain and 
definite money of payment at any given moment, as does 
the rule, always heretofore adopted in double-standard coun- 
tries, of giving to the debtor the choice of the metal in 
which to pay. But this last rule, which has approved it- 
self in practice to the general judgment of mankind, will 
be found to be the best possible one, on the most rigid 
scrunity and criticism to which it can be subjected. 

Where the function of money is given to each of two 
metals, the effect of giving to the debtor the option between 
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them in making payments, is, of course, to cause the cheaper 
one to be most commonly used, and the dearer one to pass, 
more or less, out of circulation. If the difference of value 
is decidedly marked, the cheaper drives the dearer entirely 
out of use. The double standard, with the right of option 
in the debtor, operates therefore directly upon the relative 
demand for and supply of the two metals, and it operates 
in a manner tending constantly to equalize their value. It 
causes increased demand for the cheaper metal, and at the 
same time extinguishes the demand for the dearer metal 
as money, and supplies the latter as bullion to the home 
and foreign markets. It is said that the relative market 
valuation of gold and silver, or of any other two commo- 
dities, cannot be fixed by law, but must be controlled solely 
by supply and demand. There is just enough truth in that 
to make it plausible. Those who talk and write in that 
way, forget that in this case, as in many others, law can 
act upon both supply and demand, and can thereby influence 
prices, although it may not be able absolutely to control 
them. Law cannot make the market ratio of gold to 
silver 15 1-2 or 16 to i, by establishing either of those 
ratios at the mints; but, by making the money in use always 
the cheaper metal, the law can establish a constant tendency 
in the market ratio to approach the mint ratio. It does this 
by creating an increased demand for the metal which is the 
cheaper for the time being, and by creating a new supply 
of the dearer metal by relieving it from use as money. 
The relative commercial value between gold and silver is 
fixed in the markets of the world. No one country can 
control it, although every country, which uses metal money, 
influences it to some degree, depending upon its relative 
commercial importance. It is historically true that France 
was able under the law of 1803, establishing the double 
standard w'ith free coinage at the ratio of 15 1-2 to i, to 
maintain that as the substantially unfluctuating market ratio 
of metals in Europe for seventy-one years, and until the law 
was changed in a vital particular, by a limitation imposed 
upon the silver coinage. 
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The double standard, with the option in payments given 
to the debtor, is a force always at work, reducing the di- 
vergence between the metals to a minimum, and under fa- 
vorable circumstances preventing any degree of divergence. 
But to give the option to the creditor, and thus throw the 
demand, principally or solely, upon the dearer metal, would 
tend to cause it to rise still higher in relative value, and 
make the divergences of the metals wider and more per- 
manent. 

The proposed rule, that the money of payment should 
consist of both metals, in some prescribed proportion, is not 
open to the objection that it would aggravate any divergence 
of the metals which might manifest itself in the market. In 
that respect it would not be so mischievous as a rule giving 
to creditors the option of the metal to be used in payment. 
But on the other hand, it has no tendency to- mitigate or 
correct a divergence of the metals, and in that respect would 
work far less beneficially than the old and tried rule of 
giving to the debtor the option of the metals in making 
payments. 

The practical inconveniences of a rule requiring payments 
to be made in the two metals, in some prescribed propor- 
tion, would be considerable. It would rarely happen that 
that exact proportion would be found to exist in the re- 
ceipts of money by any person, and legal tenders of pay- 
ment could not be made without exchanges of the metals, 
which would be troublesome and subject to a brokerage 
under all circumstances, and might be very difficult in 
remote localities, where brokers and money changers are 
not to be found. A suggested expedient to avoid that class 
of inconveniences, is the intermixing of the two metals in 
the required proportion in one coin, for which the name of 
goloid has been proposed. Such a method of coinage would 
somewhat impair the bullion value of both the metals for 
either the melting pot or export, and would be objected to 
by those who regard the bullion value of coins as a thing 
important to be preserved. 

Whether the cheaper or aearer metal, or a mixture of 
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both metals, is made the money of payment, justice between 
creditors and debtors may be equally preserved. In the 
actual case as it exists, the creditor, who receives always 
the cheaper metal, is not entitled to anything more. If he 
becomes a creditor by loaning money, it was the cheapest, 
and never the dearest, which he loaned. If he becomes a 
creditor by selling property, he always sold property at 
prices increased by being rated and reckoned in the money 
actually current at the time of sale ; and when there is more 
than one lawful money, the one actually current and meas- 
uring prices is the cheapest one. 

So, too, the debtor would have no reason to complain of 
being obliged to pay in the dearer metal, under a rule of 
law which made the dearer metal the standard actual money 
when the debt was incurred. Nor could he complain of 
being obliged to pay in a mixture of both metals, under a 
rule of law which made the same mixture the standard 
and actual money when the debt was incurred. 

There is no question of justice involved in the determin- 
ing the rule of payments under the double standard, al- 
though when the rule is once fixed, it cannot be changed 
without an injustice to one side or the other. 

On no point of expediency is the old and tried rule of 
paying at the debtor's option, or in other words paying in 
the cheaper metal, at any disadvantage as compared with 
either of the other two suggested rules, and which are the 
only other two possible rules. The rule of making the 
cheaper metal the money of payment, has the crowning and 
decisive merit, that it tends constantly and powerfully to 
mitigate, diminish, or correct the divergence of the metals. 
The rule of making a mixture of the metals the money of 
payment is entirely destitute of that merit, jvhile the other 
rule, of making the dearer metal the money of payment, has 
the absolute demerit of perpetuating and aggravating the 
divergence of the metals. 



246 



PAPER NUMBER TWENTY- FIVE. 

[First published June 25, 1878, as a. communication in the N. Y. Stockkolder.l 

No hope of relief for the industrial depression in this country, un- 
til there is silver enough coined to relax the strain put upon the 
European markets by the accumulation of gold in the United 
States Treasury. 

Those who say that this country is on the immediate eve 
of a large recuperation from the depression of industry and 
trade under which it has so long suffered, are blind leaders. 
Those who rely upon them will only be betrayed to their 
ruin. 

Business stagnation is all summed up in low and falling 
prices. Production languishes because there is little or no 
profit, and that means simply that the prices of articles pro- 
duced leave little or no margin for the capital employed, and 
compel a minimum rate of wages for the labor employed. 

The currency of this country has already substantially 
reached the metallic standard, and after the first day of next 
January will completely reach it. Wisely, or unwisely, the 
determination of those in power is not to repeal the Re- 
sumption Act, and the resources and credit of the Govern- 
ment are strong enough to provide for the coin resumption 
of the greenbacks. 

With a currency consisting of the metals, and of paper 
actually convertible into the metals, it is impossible that the 
general prices of merchandise should rise here, above the 
standard fixed by a certain relation to the prices of Europe. 
As to all those large classes of merchandise which we 
export, we copipete, without any advantage, with similar 
merchandise produced in Europe. In our home markets 
we have the advantage of tariff duties, but even in home 
markets our prices are limited to such a percentage of 
advance above European prices, as will not. bring in the 
foreign competitor. 

Now, the fact is that general prices in Europe are stilt 
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falling, and it cannot be successfully pointed out that there 
is as yet any check to the cause of this fall. When iron 
had so fallen in Belgium in 1876 that daily wages in that 
industry had been reduced to five francs instead of the 
eleven francs paid in 1872, it was thought that what is 
called solid bottom was reached at last, but it did not prove 
so. The five francs of 1876 are reduced now to four francs. 
The same downward tendency is strong to-day in England 
and Germany. 

It is gold which measures prices in Europe. The supply 
of that metal has been substantially steady for ten years. 
The two new and extraordinary demands which have pro- 
duced the pressure upon the gold market and the resulting 
fall in gold prices are still operating with unabated force. 
These demands are : — 

1. The German demand, from the change ( still in pro- 
gress) in its metallic currency, from silver to gold, and 
from the suppression of bank notes to the amount of 
$ 130,000,000, being all such notes below the denomination 
of 100 marks, '^r about $25. 

2. The demand of the United States, from the Act of Feb- 
ruary, 1873, forbidding the coinage of silver dollars, and 
the Act of January, 1875, decreeing resnmption January i, 
1879, of payments in coin, being necessarily payments in 
gold, as there was no other description of coin. 

Both these demands are operating to-day. Germany is 
still absorbing gold and the report (June i, 1878) of the 
U. S. Treasury shows a lock-up of $ 136,884,381 in coin, 
nearly all of it gold, in readiness for resumption, and this 
lock-up is to be increased, rather than diminished. 

Nothing that can or will happen to our paper currency 
so long as it is held to the metallic standard by convertibil- 
ity, will enable general prices of merchandise to escape the 
controlling influence of European prices, and there is no 
suflB.cient reason for expecting any present rise in European 
prices. 

Nobody anticipates any immediate marked increase in the 
gold production. 
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Wars, or revolutions, on a scale sufficient to cause a sus- 
pension of metallic payments in European countries now 
using large amounts of gold, would liberate that metal, but 
events of that kind depend upon too many contingencies to 
be calculated upon. 

The policy of Germany, which has occasioned its new 
demand for gold, is not expected to be changed. 

The policy of the United States in respect to gold has 
been changed, but by a measure coming into effect so slow- 
ly, as to promise scarcely any present relief. The most we 
can hope is, that the coin lock-up in the National Treasury 
January i, 1879, will include about $25,000,000 in silver, so 
that the lock-up of gold will be less by that sum. At this 
moment, the whole relief of that kind does not exceed 
f 10,000,000. And even these reliefs, actual and expected, 
will be lost, if the Secretary of the Treasury can be induced 
to retire, or reduce the circulation of, the $ i and f 2 green- 
backs, so that the few silver dollars permitted to be coined, 
may be substituted for the paper in circulation, instead of 
liberating gold for export to Europe where it would serve 
to sustain directly the prices in Europe, and indirectly our 
own. 

This is a case, where it is folly to '-indulge in the illusions 
of hope.'' With a currency in this country at a parity with 
the metals, prices of merchandise will rise here only as they 
rise in Europe, and the only visible means of causing such 
a rise there is the transfer to the other side of the Atlantic 
of the masses of gold mischievously piled up here under the 
silver demonetization of 1S73-4 and the Resumption Act of 
1875. The silver restoration law of February 28, 1878, will 
do the work at last, but so slowly, under a coinage limited 
by law to four millions per month as a maximum, and 
likely to be considerably less than that in fact, that tens of 
thousands of merchants and manufacturers will go to the 
wall, while the mint is doling out a feeble and vacillating 
relief. 

Those who infer that the prospects of trade and industry 
are brightening, because stocks and bonds have risen and 
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are rising, reason badly. As to fancy stocks, they rise, or 
fall, according to the current whims, or under the calculated 
manipulations of the bubble-blowers of the stock exchanges. 
Certain stocks, for the whole mass of which the outside 
public would not pay one penny to hold, are quoted to-day 
in Wall street at an aggregate valuation increased $ 150,000,- 
000 within a twelvemonth. As to securities which are solid, 
or confided in and dealt in as solid, a rise in their market 
value indicates, not prosperity in general business, but pre- 
cisely the reverse of that. As the employment of capital in 
industrial enterprises falls off, safe interest-paying bonds rise 
in price. Within a fortnight, with almost every branch of 
British trade and manufacture broken down, British consols 
have touched a figure in London higher than any reached 
within the past twenty years. 

Stocks and securities have risen, and it is altogether pos- 
sible that real estate, using that expression in its most strict 
sense and as not including structures upon it, may rise un- 
der the stimulus of increasing capital and of a low and still 
falling rate of interest. But prosperity in trade and industry, 
will not result from, nor be necessarily indicated by, a rise 
in real estate, any more than by a rise in stocks and 
securities. 

With a paper currency brought to a parity with gold, 
and kept at a parity with gold by convertibility into it, 
this country links its fortune indissolubly to those of Ger- 
many and England, in the wages of labor and the price of 
merchandise, and just to the extent that it retains and piles 
up gold, it keeps wages and merchandise prices down. Re- 
lief can only come, as the gold of the United States is lib- 
erated for the European markets, by the law of February 
28, 1878. Under the restrictions of that law, forced upon it 
by the necessity of conciliating strength enough to override 
the presidential veto, this relief must come slowly. As long 
as prices continue to fall in Europe, it is impossible that 
they should rise here. It oftentimes happens, that the larger 
crops are, and the larger production of any kind is, the 
more ruinous the losses are. There can be no prosperity 
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with low and falling prices. It will not come until there 
is a suflScient cause for its coming. It will not drop from , 
the clouds. It cannot be shown by any sound process of 
reasoning, that gold prices in Europe can rise, until the 
United States decisively relaxes the strain it put on the 
European gold markets by joining the insane movement of 
Germany against silver, and it will take more than one 
year's operation of the law of February 28, 1878, to produce 
such a relaxation. 



PAPER NUMBER TWENTY- SIX. 

[First published October, 1878, as a communication in the N. Y. Banker's Magazine^ 

Some British opinions from 1864 to 1876 upon the gold and silver 
question. The London Economist, Lord Beaconsfield, and Mr. 
Goschen. 

The subsidence of the passions excited by the controversy 
about silver in this country makes it an opportune time to 
reproduce some British views on the subject, which were 
taken prior to the German demonetization of silver, or sim- 
ultaneously with it, or not long afterwards, and before the 
debate upon it had passed, as it ultimately did, from the 
region of argument to the region of vituperation, under the 
pressure brought to bear by^ powerful interests and classes 
upon financial writers and journals. 

The London Economist publishes annually, generally in 
March, a review of the financial and commercial movements 
of the preceding year. All these reviews are written with 
care and deliberation, but they are now quoted from, not 
merely, or even mainly, from any weight of authority to 
which they may be entitled, but from the intrinsic force of 
the facts and considerations which they set forth. They will 
be found to cover the whole grounds of the more recent 
debates, such as the absolute and large decline of the gold 
production since 1856 ; the failure of the aggregate pro- 
duction of the two precious metals to keep even pace with 
the advance of the world's commerce and population ; the 
too - plainly manifested tendency of property and wages to 
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fall under the constriction of deficient money ; the great 
extent to which nations had been driven into forced paper 
money by the scarcity of the metals ; and the predicted and 
inevitable consequence to the general gold markets, of the 
German silver demonetization, supplemented and intensified 
as that was by silver demonetization by the United States. 
It in no wise detracts from the force of those views of the 
London Economist, that it now stoutly denies that there is 
any such thing as a scarcity of gold, or that a sudden and 
enormous demand for that metal from two nations of the 
commanding importance of Germany and the United States 
either does, or by any possibility can, have any effect to 
make gold dearer, and gold prices consequently lower. 
Mankind have witnessed many such changes of opinion. 
An eminent professor in an English university, who in a 
book written and printed as late as 1875, said that in these 
days of representative paper the weight and bulkiness of 
metallic money had ceased to be of any consequence, was 
found ready in 1877 to write a letter to this country, in 
which the stress of his objection to silver was the same 
weight and bulkiness which seemed to him so harmless two 
years before. 

There are also given below some extracts from an address 
of Disraeli, now Lord Beaconsfield, at Glasgow, in 1873. 
He was then the leader of the English opposition, and is 
now the English Prime Minister. If he has seen occasion 
for a change of his opinions, as to the disastrous conse- 
quences of a general movement of Europe and the United 
States to a gold standard, he has not so far seen fit to indi- 
cate such a change. 

There will also be found, appended hereto, extracts from 
a speech delivered in the British House of Commons, August 
10, 1876, by the distinguished author, banker and statesman, 
Mr. Goschen, the most eminent, certainly the most trusted, 
financial authority of the present dajr in England. He was 
the Chairman of the Parliamentary Commission on Silver 
in 1876, and one of the British delegates to the International 
Silver Conference at Paris, in August, 1878. The sagacious 
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forebodings which he expressed two years ago, as to the 
disastrous effects of striking down one of the money metals 
of the world, have been, it would seem, now converted into 
absolute convictions, since we find him reported as declaring 
at the recent conference, that the attempt to produce the 
general adoption by commercial nations of the single stand- 
ard of gold is both impracticable and fatal. 

OPINIONS or THE LONDON "ECONOMIST."' 

Financial Review of 1864, printed March 14, 1865 : — 

For the" last seven years, the new sources of supply have 
yielded year by year a diminishing supply of gold, and the 
old sources of supply have done little more than maintain 
the former rate of production. As regards silver, the increase 
throughout the fifteen years has been, if not very great, still 
so continuous as to represent at present a production twenty 
per cent, larger than in 1849-51. But in the case oi gold Xhit 
present annual production from all sources is thirteen per 
cent, less than in the five years 1852-6. 

We should, however, very imperfectly apprehend the prob- 
lem to be considered, if we did not ascertain, as far as we 
can, the growth in the number and magnitude of the trans- 
actions to be accomplished, ultimately, in some form, re- 
quiring the command of gold and silver coin ; as well as 
the annual supplies available for purposes of commerce. 
We find in the United Kingdom of Great Britain and Ire- 
land an external trade doubled in the last twelve years, and 
this external trade is, we believe, but a faint representation 
of the increase of transactions throughout the whole of our 
domestic industry. But not only has this multiplying pro- 
cess been carried on in these islands ; — it has prevailed 
almost as largely in France, and the activity that has pre- 
vailed in France, and already profoundly modified French 
society and institutions, has spread all over Germany. It ' 
has filled Italy, aroused Spain from its long lethargy, and 
penetrated even to the remote provinces of Russia. No cor- 
ner of Europe has remained insensible to the new stir of 
industry and enterprise. In Turkey, Asia Minor, Egypt, and 
other countries of the eastern Mediterranean, the creation of 
new employments, the appetite for pursuing new avenues to 
wealth, has become one of the most remarkable circum- 
stances of our time. 

All these facts are indications of the enormous addition 
which has been made during the last fifteen years to the 
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extent and depth of the channels of circulation required to 
be filled with metallic money in some form or other ; and 
they are also facts which enable us to understand how it 
is that the addition of say 300 millions (sterling) of gold 
frorn new sources during those fifteen years, has produced 
so little influence on prices. 

The truth is, that with the present extended and growing 
commerce of the world, far more mischief and inconvenience 
will arise from the effect of what seems to be a continuous 
gradual decline in the new supplies of gold, than from any 
effects which have flowed or may flow from the California 
and Australian discoveries. 
Financial Review of 1867, printed March 14, 1868 : — 

Speaking in general terms, our impression is that at the 
opening of 1868 prices and wages are from fifteen to 
twenty-five per cent, lower than in 1865. 

And after giving comparative tables of prices at various 
dates from 1851 to 1868, the review proceeds : — 

The evidence of this table, taken in conjunction with 
other facts, quite justifies the conclusion that in the years 
1864-5, general prices had risen to a level higher, perhaps, 
than had been attained since the peace of 1815, and they 
also justify the conclusion that the continual fall of the 
last two years has reduced us to a point almost as low as 
in the opening of 185 1, the year in which culminates the 
long train of unfavorable influences commenced in 1847, 
and extending through the three following j^ears. 

The persons who are still haunted by a fear of an ap- 
proaching decline in the exchangeable value of gold may 
derive some consolation from the reflection — that at this 
moment six of the greatest and most populous countries of 
the world ( United States, Brazil, Italy, Russia, Austria, and 
Turkey) are under dispensations of paper money, exces- 
sively depreciated. The mass of paper money in use in 
those six countries cannot be much less than 600 millions 
sterling ; and the whole of this vast aggregate must, in pro- 
cess of time, be replaced by coin. 

Financial Review of 1868, printed in March, 1869 : — 

Very little has been heard for a long time of the alarms 
which prevailed extensively twelve or fourteen years ago, 
regarding the then apprehended depreciation of gold. Lat- 
terly the fear has been rather of an opposite kind. 

The falling off in the supplies from new sources, that is, 
Australia, New Zealand, California, and British Columbia' 
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is more than forty per cent, as compared with the maximum 
period 1852-6. 

The maximum and minimum years of gold production in 
Victoria and California have been as follows : — 

California maximum in 1853, ;^ 11,500,000 ; minimum in 
1867, ;^ 5,000,000. Victoria, maximum in 1856, ^^ 12,000,000 ; 
minimum in 1867, _;^ 5,700,000. 

The silver mines of Nevada have been at work since 1859, 
and the annual produce has already reached 4 1-2 millions 
sterling, with every probability of a large increase. The 
production of gold in New Zealand is over two millions 
sterling per annum. 

It may be safely affirmed that the present annual supply 
of thirty millions sterling of gold is no more than sufficient 
to meet the requirements of the expanding commerce of the 
world ; and prevent that pressure of transactions and com- 
modities on the precious metals, which means in practice 
insufficient bullion reserves and, therefore, high and fluctu- 
ating rates of interest, and prices and wages tending con- 
stantly towards decline. Let us again point out that there 
are immense masses of depreciated paper money in Europe 
and America, which sooner or later must be replaced in a 
large degree by gold and silver. It is true that the prices 
of many commodities seem to be higher than before 1850, 
but the disturbing causes which have been in constant 
operation must be remembered, in India, China, Europe, and 
North and South America, the cessation of slave labor, 
rebellion in China, serf-emancipation in Russia, and fifty 
other clauses, all tending to disturb former methods of pro- 
duction. The real danger is that the present supplies of 
gold should fall off. 

Financial Review of 1869, printed in March, 1870 : — 

The controversy relative to the depreciation of gold 
( that is, a general rise of prices ), consequent on the Cali- 
fornian and Australian discoveries, still retains its interest 
but not the urgent kind of interest of the earlier days of 
the influx. Mr. Jevons arrived at the conclusion that the 
general rise of prices is eighteen per cent. We think this 
conclusion an extreme one. Professor Jevons, however, ad- 
mits, that the extreme views of alleged depreciation favored 
by M. Chevalier, Mr. Cobden and others, in 1853-4, are no 
longer tenable ; and, as we understand, limits his modified 
opinions to the point, that the new gold has arrested the 
decline of general prices which had been in progress for 
some years prior to 1849, in consequence of the pressure of 
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increasing population and transactions upon the then sta- 
tionary annual supplies of the precious metals. We fully 
accept this latter doctrine. 

The annual production of gold from the new sources, 
that is, California, Australia, New Zealand, and British Co- 
lumbia, remains at about fifteen millions sterling, with a 
tendency to decline. It may safely be affirmed that the pres- 
ent enlarged commerce and population of the world could 
easily and advantageously absorb a much larger annual pro- 
duction from those or other' newly-found sources ; and it is 
one of the most conspicuous evidences of the profound 
changes of the last twenty years that the commercial por- 
tions of the world now require a total annual supply of 
thirty millions sterling of gold in place of the fourteen mil- 
lions, which was the average prior to 1849, and not only 
absorb the thirty millions, but look anxiously for the dis- 
covery of further deposits. 
JFinancial Review of 1871, printed in March, 1872 : — 

We print in appendix statements relative to the extension 
and process of quartz gold mining both in Australia and 
California, which seem to indicate a higher annual produc- 
tion of gold in future years. No fact can be more welcome, 
as we have repeatedly affirmed that the danger in these 
modern times is, not that the world will furnish every year 
too much, but too little, gold and silver. To the long list of 
-countries afflicted with inconvertible paper currencies, the 
United States, South America, Russia, Austria, Italy, Tur- 
key, and Spain, must now be added France. It is probable 
that not less than 1,000 millions sterling represent the 
amount of these currencies, descending, as most of them 
do, to fractional sums of a few pence ; and the time must 
be contemplated when the development of the resources of 
the several countries and the establishment of a sounder 
national finance, .will enable them gradually to replace the 
larger part of their paper with gold and silver coin. 

But besides the absorption of gold and silver which will 
arise by the withdrawal of compulsory paper, there will be 
the effort of the substitution of a gold for a silver standard 
in many countries. The German Empire has already made 
this change. 
Financial Review of 1872, printed in 1873 : — 

Next to the effect and nature of the French payments, 
has been the new imperial ( German ) coinage. At the end 
of 1872, the gold coinage amounted to twenty-one millions 
sterling. On the 8th of February, 1873, it had been raised 
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to 23 1-2 millions sterling, and the following paragraphs 
from the well-informed city writer of the Daily News gives 
the latest facts, and properly draws attention to their im- 
portant character : — 

"Only to introduce the new system, the German Govern- 
ment must have £ 30,000,000 of the new coinage ready in 
six weeks, and must continue coining £, 20,000,000 annually 
for several years to come. As the annual new supply 
throughout the world is reckoned at £ 20,000,000, and the 
usual demand for miscellaneous purposes is very large,, it 
follows that, if the German Government perseveres in its 
policy, the strain upon existing stocks and currencies will 
be most severe. For a time, at least, unless the annual pro- 
duction of gold should suddenly increase, the money mar- 
kets of the world are likely to be perturbed by this bullion 
scarcity." 

Holland, after much deliberation, has resolved to set up 
for the present a double standard in place of the silver 
standard. There can be no hazard in predicting that for 
many years to come, all the annual supplies of gold, on 
the present or even upon an enlarged scale, will barely 
suffice for the demands which are even now apparent. 
Financial Review of 1873, printed March 4, 1874 : — 

1873 has been a year of monetary pressure in Australia, 
Germany, this country, and the United States. . . Dur- 

ing 1874, it seems to be likely that the Berlin mint will 
coin chiefly silver and copper, and so relieve the strain 
which it has exercised for two years over the gold markets 
of Europe. 

Financial Review of 1874, printed March 13, 1875 : — 

The available annual supplies of gold are steadily dimin- 
ishing. The year of maximum production was 1856, when 
the figures were, California fifteen millions sterling, Austra- 
lia fourteen millions, and Russia three millions. For 1874, 
the estimate is, California six millions, Australia 8 3-4 mil- 
lions, and Russia 4 1-2 millions ; total 19 1-4 millions. 

The fall here exhibited is from thirty-two millions in 
1856 to nineteen millions in 1874. As much as 2 1-2 or 
three millions is absorbed by wear and tear of the existing 
stock, leaving, say, sixteen millions, to meet the require- 
ments of the commercial world, and to furnish the masses 
of "gold required, and likely to be required, first by Ger- 
many in carrying out its policy of a gold standard, and 
shortly by the United States. 

The German gold coinage has already reached 55 1-2 mil- 
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lion pounds and will have to be carried much further, and 
to carry it further by any considerable steps will re-open 
great difficulties in the European money markets. The 
large central banks will find increasing difficulties in the 
preservation of their bullion reserves. Between the neces- 
sity existing at Berlin to provide gold for coinage, and the 
policy at Paris to add bullion to the reserve, the money 
markets of Europe have been under constant apprehensions. 

Financial Review of 1875, printed March 11, 1876 : — 

During the eighteen years, 1857-74, the total annual pro- 
duction of gold fell from twenty-three to nineteen millions, 
or seventeen per cent. There is good reason to believe that 
in the current year the gold production of California and 
Nevada will be increased from six millions up to ten. 
Such an augmentation would carry the total yield to the 
level of 1857-61, and would remove many of the difficulties 
beginning to be felt in consequence of the declining, or 
stationary, supplies of gold, in the face of the enlarged re- 
quirements for the metal on the part of countries which 
have adopted, or will adopt, a gold standard. 

From the London Economist of January 16, 1875 : — 

It is not difficult to trace the signs of pressure which the 
new great demand for gold for Germany has made upon 
the diminished supply. 

The present position of the gold question is a very sim- 
ple one. The annual production of all the mining regions 
which are worth reckoning upon is at the outside about 
£, 20,000,000. But in this sum the Russian production is 
reckoned at about a fourth or fifth, and this does not really 
come into the general market of the world, being either re- 
tained in Russia itself to support the paper circulation, or 
absorbed fe Germany, without fully supplying the extraor- 
dinary demand for that quarter. Of the £ 15,000,000 a year, 
which appears to be generally available, the annual supply 
necessary for England alone is / 5,000,000 ; for France, on 
a specie basis, to which it is now returning, it was always 
more than that, say, £ 8,000,000 ; and at least £ 5,000,000 was 
required for the other countries which we coin for. This 
makes £ 18,000,000 a year, and how is the amount to be 
supplied, even without an extra demand from Germany, and 
without any resumption of specie payments in the United 
States? At some point or other, we venture to say, the 
pressure in the money market must again become severe ; 
or one of the great gold-using countries must abandon its 

17 
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standard ; or the supply from the mines must be increased ; 
and the chances, we fear, are altogether against the occur- 
rence of either of the two latter alternatives. 

OPINIONS OF DISRAELI, NOW LORD BEACONSFIELD. 

At a banquet given to him November 19, 1873, by the 
corporation of the City of Glasgow, on the occasion of his 
installation as Rector of the University of Glasgow, Mr. 
Disraeli said : — 

I do not observe myself that there are any symptoms in 
Britain of reckless speculation. 

No doubt our young relations on the other side of the 
Atlantic: — with that ardor which is characteristic of youth — 
have been doing some things somewhat extravagant. But I 
do not believe that the disorders which have arisen there 
could have occasioned, or were adequate to occasion, the 
disorders that have occurred in our own country, with 
reference to the value of money. I attribute them to quite 
another cause. I think the cause is not exhausted, and is 
deserving the grave attention of men who are so deeply 
interested in the prosperity of the country and the action 
of commerce as those I have the pleasure of meeting to-day. 

I attribute the great monetary disturbance that has oc- 
curred to the great changes which the Governments in 
Europe are making with reference to their standard of value. 

I know myself that an opinion has been extremely prev- 
alent among the statesmen of Europe, and among distin- 
guished economists and merchants abroad, that the commer- 
cial proposerity and preponderance of England were to be 
attributed to her gold standard. But it is the greatest delu- 
sion in the world to attribute the commercial preponderance 
and prosperity of England to our having a gold* standard. 
Our gold standard is not the cause of our commercial pros- 
perity, but the consequence of our commercial prosperity ; 
and it is very well for us to have it ; but you cannot estab- 
lish a gold standard by violent means. It must arise grad- 
ually from the large transactions of a country, and the 
consequent command it may have over the precious metals. 
When the various States of Europe suddenly determined to 
have a gold standard and took steps to carry it into effect, 
it was quite evident that we must prepare ourselves for 
convulsions in the money market, not occasioned by specu- 
lation or any old cause, which has been alleged, but by a 
new cause with which we are not yet sufficiently acquainted, 
and the consequences of which are very embarrassing. 
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MR. GOSCHEN IN THE HOUSE OF COMMONS, 1876. 

The topic under discussion August lo, 1876, in the British 
House of Commons, was the introduction of the gold 
standard into India, to which prominence had then been 
recently given by an article recommending it, .which had 
appeared in the London Times. The proposition was re- 
garded as so preposterous and alarming that the Secretary 
for India, Lord George Hamilton, deemed it to be his duty 
to make a public declaration that he meditated no such act. 

He was followed by Mr. Goschen, who said : — 

He was quite satisfied with Lord Hamilton's declarations, 
made, he hoped, on the part of the Government. He trusted 
the Government- would speak with no uncertain sound, as 
any illusion would only tend further to disturb a market 
already so agitated. 

There were powerful advocates of the introduction of a 
gold currency into India, but he had not seen any practical 
mode suggested for carrying it out. The interesting process 
which had been going on in Germany stnce 1871, in con- 
nection with a change of currency, might afford them a 
very instructive lesson on that subject. The difficulties of 
that operation had been enormous in Germany, and must be 
far greater in a country like India. But further, if it 

was put to the intelligent majority in Germany whether 
they had gained by the substitution of gold for silver, he 
doubted whether the answer would, on the whole, be in the 
affirmative. . . . What the advocates of these changes of 
currency Jooked to was what might be called the interna- 
tional currency, or the means of settling the great mercan- 
tile transactions between one country and another. But the 
currency had an equally important function internally. . . 
There was one other point to which he wished to call at- 
tention. There was at this present moment a great plethora 
of gold in the banks of England and France, but that had 
not always been the case, and he would be a bold man who 
would withdraw silver from that partnership with gold, by 
means of which a sufficient supply was furnished to do the 
currency for the whole globe. We had seen the results of 
a great increase in the supply of gold, but we had not seen 
what the result would be of the withdrawal of a large mass 
of money from the currency of the world. 
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PAPER NUMBER TWENTY- SEVEN. 

[First published October, 1877, as a special report made by the author, as the Secretary 
of the United States Monetary Commission.] 

Steadiness and reliability of the flow of silver to Asia. English 
errors on that subject. 

Of current British writers known on this side of the 
Atlantic, Jevons alone seems to have an adequate idea of 
the importance and reliability in the future of the Eastern 
demand for silver. Many leading British writers entirely 
misunderstand the causes which give rise to this demand, 
which is an essential element in fixing the value of silver, 
whether measured in gold or in general commodities. These 
mistakes of British economical authorities will be found to 
be remarkable both in character and persistency, and they 
undoubtedly constitute the principal origin of the delusion 
that the general tendency of silver is towards depreciation, 
which prevails largely in England, and which Seyd and 
other English advocates of the double standard do not 
wholly escape. 

The most authentic exhibition of the errors current in 
London in recent years, in respect to the general nature of 
the trade between Europe and Asia, is to be fouftd in the 
annual reviews of finance and commerce in the London 
Economist, the principal portions of which have been regu- 
larly reprinted in the Journal of the London Statistical Society 
as possessing a high, recognized, and permanent value. 

As respects the special case of India, it may safely be 
assumed that the current ideas of England are authentically 
expressed, not only in the London Economist, but in the 
report of the British Silver Commission of 1876, the chair- 
man of which, Mr. Goschen, seems to be regarded in that 
country as one of its most eminent financiers, both in prac- 
tical experience and in clearness and breadth of theoretical 
views, and in the resolutions of the governor and council 
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of India, (September 22, 1876,) which cover the entire sub- 
ject of the monetary relations of India with the world, and 
especially with Great Britain. 

OPINIONS OF THE LONDON "ECONOMIST.'' 

Review of 1864, printed March 11, 1865 : — 

In four years the imports from India and the Levant have 
certainly doubled in value. These- are countries of exceed- 
ingly backward civilization. Hitherto, the native cultivators 
have had few wants, and have been so ignorant of the real 
principles of trade as to regard gold and silver as precious 
beyond all other things, and as fit only to be buried in 
secret hoards, instead of being put away as rapidly as pos- 
sible in exchange for articles of use and enjoyment. A trade, 
therefore, of imports from these countries, suddenly doubled 
in volume, necessarily implied the- transmission of a large 
part of the price in specie and bullion ; and so it actually 
happened. The average annual export of treasure to India 
and the Levant for the five years 1857-61 was thirteen and 
a half millions sterling ; the average export of 1863-64 was 
twenty-three millions. 

A free and vigorous commerce is potent to arrive rapidly 
at a state of things in which trade, even with very backward 
countries, becomes the barter of one set of commodities for another 
set of nearly equal exchangeable value. 

The probability seems to be that in 1865 the action of the 
eastern demand for bullion remittances will be on a much 
more restricted scale than in 1863-64 ; and that the taste 
already excited in those countries for articles of English 
production will have laid the foundations of a commerce as 
regular as that with America or France. 

The immense wealth poured into Bombay and Bengal 
during the last two years has apparently at last broken 
down most of the barriers to the reception by the natives 
of thoroughly European notions of commerce. 

Review of 1865, printed March, 1866 : — 

The great rise in the price of cotton led to large and 
urgent orders to India and elsewhere for further and early 
supplies, and such orders of necessity implied considerable 
remittance of treasure, and that treasure chiefly in the form 
of silver, to be purchased on the continent by means of 
gold sent there from this country. 

The four countries or regions which have been most pro- 
fouridly affected by the demand for cotton at high prices 
have been India, China, Egypt, and Brazil. 
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Merchandise imports from Merchandise exports to- 

year. India, China, Brazil, India, China, Brazil, 

and Egypt. and Egypt, 

Millions stg. Millions stg. 

1864 94.6 — 38.3 

1863 83.6 .... 32.7 

1862 62.9 .... 24.8 

1861 42.1 .... 29.1 

i860 37.0 — 30.3 

The peculiarity of these figures is the amazing increase 
they exhibit of nearly sixty millions sterling in the imports 
from India, China, Brazil, and Egypt against an increased 
export of no more than eight millions sterling. For five 
years we have been laying widely and deeply the founda- 
tion of a vast future trade with those fertile tropical coun- 
tries. We found the people who inhabit them rude, igno- 
rant, without enterprise and with few wants, but the golden 
( silver ) shower which has descended so plentifully upon 
them since i860 has already had some effect, and it is quite 
certain that the increase of eight millions in the export is 
only the beginning of a demand which will presently reduce 
the trade to the sound condition of an exchange of merchandise 
representing values not very widely different. 

Review of 1866, printed March, 1867 : — 

The large drain of gold and silver to Egypt, India, and 
the East, which has been in progress since 1861, chiefly in 
payment of cotton, came to an end in March and April 
last, ( 1866.) The total export from Europe was nine and a 
half millions, or one-third less than the export ( fourteen 
millions) of 1865. 

For five years the tide of the precious metals has run so 
strongly and constantly toward the East that the supplies 
from the gold countries have been absorbed for that desti- 
nation as quickly as they appeared. We shall now see a dif- 
ferent state of things. 

Review of 1867, printed March, 1868 : — 

The revival of the cotton cultivation in America has al- 
ready reduced the export of gold and silver to India to a 
narrow compass. Instead of the enormous drain of twenty- 
four millions sterling in each of the years 1S63 and 1864 and 
of fourteen millions in 1865, the exports fell to ten millions 
in 1866, and in 1867 to the comparatively small sum of three 
and a half millions. 

A few years will enable us to judge of the effects on the 
Indian populations of the prodigious prosperity of the last 
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five years. The railways will have effectually opened up 
new markets in the interior, and will have carried European 
goods where they never appeared before, and the improved 
means and wages of the cultivators will enable them to buy 
articles formerly beyond their reach. All these influences 
will powerfully tend to make European exports to India more 
nearly balance than hitherto the European imports from it, and 
will, therefore, reduce the trade to such an exchange of 
commodities as will require but small supplemental trans- 
missions of specie. It is, indeed, conceivable that at no dis- 
tant period the current of the metals might tend more 
strongly from India than to it. 

Review of 1868, printed in 1869 : — 

The Abyssinian war has led to a large increase in 1868 
in the export of gold and silver to Egypt and the East. 
The total exports by English and French steamers were : — 

In 1867 £ 3,695,000 

In 1868 10,075,000 

Of this six and one-third millions of increase, nearly four 
millions is due to the Abyssinian war The slightly in- 
creased exports to India have arisen from the. revived 
demand for Indian cotton. 

The effect of the cessation of the bullion drain to the East 
early in 1866 is strikingly shown in the rapid rise of the 
total bullion reserves of the Bank of England and the Bank 
of France. 

In India, a system of sound paper currency has been 
established, which, in the course of twenty years, may, by 
remote possibility, lead to a real economy of coin in that 
country. At present, the bank notes are not less than ten 
millions sterling, probably not a thirtieth part of the circu- 
lation of the presidencies. 

Review of 1869, printed March, 1870 : — 

In 1869, there has been no Abyssinian war^to swell the 
exports of gold and silver to Egypt and Bombay, but the 
figures are nevertheless not very different — say nine millions 
in 1869 against ten millions in 1868. 

The peculiarity of the 1869 figures is the large increase in 
the silver and the falling off in the gold shipments. 

During the ten years, 1860-9, the total export of gold 
and silver ( chiefly the latter ) from Europe to China has 
amounted to about twenty millions sterling. But this sum 
represents only about half the influx of the precious metals 
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into China, inasmuch as the import into that country from 
California is believed to be nearly as large as the import 
from Europe. 

The effect of the improved condition of India, the higher 
wages, and the cheaper modes of transit, has already ex- 
tended the Indian markets for English goods, and so set in 
action a train of causes likely to diminish permanently the drain of 
gold and silver to the East. 

Review of 1870, printed March, 1871 : — 

The bullion trade with India has fallen into small propor- 
tions. In 1863 and 1864 the export of gold and silver to 
India and China was twenty-four millions sterling per an- 
num ; last year, 1870, it had fallen to four and a third mil- 
lions, and a reflux from the East to Europe has actually 
been witnessed in mercantile calculations of exchange. It is 
not unlikely that this reflux current will expand and continue. 
During the twenty years 1851-70, Europe has sent to the 
East fifty-one millions sterling of gold and one hundred and 
seventy-six millions sterling of silver — together two hundred 
and twenty-seven millions, or an average export of (say) 
eleven millions per annum. The annual production of gold 
from the new sources, California and Australia, has been 
about fifteen millions sterling. The eastern demand has 
amounted, therefore, to over 70 per cent, of the new produc- 
tion. The Australian and Californian supplies seem to be 
gradually but steadily diminishing, and there is an apparent 
probability that the effect of the development of India may 
be to render the hoards of treasure possessed by the natives avail- 
able for western purposes, and available at the very time when they 
are needed. This result will be assisted by the steady pro- 
gress of the bank-note circulation of India. The authorities 
have quite recently satisfied themselves that the bank notes 
may be pushed more vigorously into circulation, and that 
the minimum denomination may be reduced from ten to five 
rupees.- 
Review of 187 1, printed March, 1872 : — 

We give our usual table of the movement of gold and 
silver to the East. There has been some revival in 1871 of 
these exports, and the total reaches 61-4 millions against 
4 1-3 millions in 1870. 

The higher prices of cotton will lead to augmented remittances 
to India. 
Review of 1874, printed March 13, 1875 ■ — 

Mr. Herzog, the delegate of Switzerland to the Monetary 
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Conventions of 1865, 187 1, has investigated the subject 
( silver ) with care. He lays stress on the diminution by 
one- half since 1866 of the export of silver to the East, aris- 
ing from the advancing diffusion of European goods over the 
Asiatic countries. 

All the predictions of the Economist as to the course of 
the Asiatic trade have been falsified by the event. The fiow 
of the metals to Asia is still as active as ever. The Econo- 
mist entirely overlooks the real cause of this flow, and 
nearly all which it has to sa)' about it is quite aside from 
the mark. 

Asia was called " a sink of silver " in the time of the 
Romans, but if the view is limited to the past four cen- 
turies, the reasons why it is a sink of silver, and to some 
extent of gold also, will more clearly appear, because the 
facts of these later centuries are more exactly known. 

Since 1492 the great bulk of the supply of the precious 
metals has been from the New World. Chevalier estimates 
that from the voyages of Columbus to the California gold 
discoveries the world's metallic supply was derived : — 

From the Old World $ 1,072,000,000. 

From the New World 7.259,000,000. 

Since the California gold discoveries, from 1849 to 1876, 
both inclusive, taking the mean of the figures given by 
accepted authorities, the world's metallic supply was de- 
rived : — 

From the Old World $ 82 7,000,000. 

From the New World 3,755,304,927. 

In the New World, in this last statement, Australia is 
included. 

Since 1492 the flow of the precious or money metals has 
been continuous from the New to the Old World, and could 
not have been otherwise. The flow of those metals is deter- 
mined by the tendency, always at work, of prices to an 
equilibrium. Nothing but an impassable Chinese wall could' 
have prevented the outflow from Australia of the bulk of 
the $1,200,000,000 of gold produced there within the past 
twenty-five years. If such a wall had existed, the principal 
part of this gold would not have been produced, as the 
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wages of labor would have risen so high that the cost of 
the gold would have exceeded its exchangeable value No 
such wall exists in this case, and therefore prices are only 
kept high enough in Australia, relatively to prices elsewhere, 
by the production of gold there, to cause the constant out- 
flow of that metal, and that condition of things will not be 
changed until the mines give out. 

Those parts of the world which specially produce the 
precious metals can never have, on that account, any greater 
excess above their due proportion of them than is just suf- 
ficient to produce an adequate current of overflow. That is 
the limit of the perturbation of the money level in such 
cases. 

The same circumstances which prevent the metals from 
remaining in the New World, in which they are principally 
mined, prevent their remaining in the country or countries 
in the Old World which receive them in the first instance. 
All the gold and silver of America, exported in the early 
periods of its discovery, passed to Spain, but neither did 
nor could remain there. Until within a few years Europe 
has received substantially the whole of the exported gold 
and silver of America and Australia, and does now receive 
much the greater part of them, and it is through and b)' 
Europe that they have been diffused over the Old World, 
each portion of it always receiving and retaining its due 
proportion. It is these facts which have caused the flow of 
the metals from the Occident to the Orient during the past 
four centuries. 

The flow depends upon the relatively excessive production 
of the metals in the New World, and will continue without 
interruption forever, subject only to the possibility that the 
discovery and working of mines in Asia may bring up its 
metallic production to the average of the general production 
of the world. 

The due proportion of the precious metals which the dif- 
ferent parts of the Old World will receive and retain is 
that proportion which is determined by the various circum- 
stances of population, commerce, wealth, laws of currency, 
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national habits, and vicissitudes of prosperity, adversity, 
growth, and decay, which fix the relative amounts of the 
metals held at any given period in the several subdivisions 
of the globe. 

The flow of the metals from Europe to India may have 
been quickened at particular times by a specially high price 
for India cotton, just as the same flow to China is quickened 
to-day by the specially high price of raw silk. But the flow 
in the direction of India would have been as steady, and 
perhaps as great, if no such substance as cotton had ever 
existed. Changes are constantly occurring in the things 
which are the subject-matter of commerce. Industry takes 
one direction to-day and another to-morrow. If India could 
not have supplied its imperative want of silver by producing 
cotton, it would have supplied it by the production of some- 
thing else. The export of cotton from this country does not 
date so far back as the adoption of the present Federal 
Constitution. Cultivation of it in our Southern States was 
preceded by that of indigo, and may be followed by some- 
thing else now wholly unanticipated. It has been said of 
India that it never fails to produce anything which is de- 
manded from it, or, in other words, anything which it can 
sell. It is now selling wheat, until lately entirely unknown 
in its list of exports ; and is at this moment third on the 
list of countries furnishing wheat to England, being sur- 
passed only by Russia and the United States. 

The precise way in which the extra cotton exports of 
India, during the American civil war, and the extra prices 
then received by India for cotton, may have affected the 
amount of its metallic stock is, that it was a circumstance 
which may have permanently enriched India as compared 
with Europe. If it did, by so much does it permanently 
enhance the percentage of the precious metals which India 
will retain. That is true of any other circumstances which 
may advance the relative position of India. It is unques- 
tionable that British domination in India during this cen- 
tury has been favorable to its wealth and commerce. It 
has been a better government than India ever had before, 
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•subject to the objection, whatever the force of it may be, 
that it is a foreign domination, established and maintained 
by the sword. 

The continuous metallic flow from Europe to Asia is 
determined by the fact that Europe, as the first receiver 
of the treasures of the New World, always has an excess of 
metallic money as compared with Asia. The necessarily 
lower wages and prices of Asia will always attract money. 
No " taste for European goods " can ever be created there 
which will be equal to its necessity for money, or put an 
end to the demands of its vast, rich, and industrious popu- 
lations for the precious metals for other purposes, which 
arise from their immemorial usages and habits. 

The extent of the metallic flow from Europe to Asia is 
determined in the long run, and aside from the temporary 
effect of exceptional circumstances, by the one single fact of 
the extent to which Europe receives the metals from other 
quarters. Before California and Australia, it was determined 
by the greater or less production of the Spanish-American 
mines, which had been, from the discovery of this continent 
to 1848, the chief source of the supply of the precious 
metals. At the beginning of this century, Humboldt esti- 
mated their annual production at forty-three million dollars, 
of which he computed that twenty-five millions were sent to 
Asia. When that production fell off so greatly after 1809, 
in consequence of the revolutions in Spanish-America, Eu- 
ropean supplies fell off, and the flow to Asia diminished ac- 
cordingly. The fact is stated correctly in the book of W. 
Nassau Lee, printed in 1863, entitled Drain of Silver to the 
East, but the reason assigned for it by him is entirely er- 
roneous, being precisely that of the present views of the 
Economist. 

Mr. Lee says : — 

Up to 1814 no great change in tlie normal state of things 
was perceptible ; but in that year, consequent upon the great 
increase of British imports which followed the breaking up of the 
Md East India Company's monopoly, the flood of silver began to 
shallow, and in 1832-3 it had almost dried up. From this 
time the tide continued to ebb and flow with uncertain flue- 
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tuations untik 1849-50, when it set in with redoubled 
strength, and has since been increasing in depth and breadth 
with such rapidity as to cause some alarm for the equi- 
librium of prices in India. 

The returns of trade with England and China have for 
some years shown an average balance of jQ 10,000,000 in 
favor of India. 

The "great increase of British imports after 1814" did not 
result from the " breaking up of the old East India Company's 
monopoly" but was due to the fact that the metallic prices 
of commodities fell greatly in Europe after 1809, in con- 
sequence of a sudden diminution of the metallic supplies, 
consisting principally of silver from America. Humboldt 
estimates the annual average American silver production, 
at the commencement of this century, at ;^ 7,071,831. From. 
1809 to 1829, this annual average production was reduced, 
according to Jacob, to ;^ 3,109,000, and Europe, which re- 
ceived this production, sent less silver to Asia, for the 
plain reason that it had less to send. The falling prices 
in Europe attracted fewer commodities from India, and 
caused more European goods to be sent to India. It was 
this which caused the "great increase of British imports after 
1 8 14" into India, and reduced the metallic flow to India. 

When the flood set in again, after 1849-50, "the old East 
India Company's monopoly " was as much broken up as it was 
in 1814, and India was equally as open to unrestricted 
"British imports." But after 1849-50, Europe could spare 
both gold and silver "in abundance; gold, because the mines 
of Australia and California were producing it ; and silver, 
by substituting gold for it in the channels of its own cir- 
culation. 

Comparing the five years after with the five years before 
April 30, 1849, the excess of metallic imports into India 
over exports, taking its trade with all nations, rose from 
^8,578,572 to ;^ 18,938,601. A more, instructive comparison 
will be to take periods of ten years before and after Apr?! 
30, 1849. This comparison will show a rise in the excess of 
Indian metallic imports from ^^20,699,090 to .^70,721,378. It 
took longer than five years after April 30, 1849, to cause the 
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new gold discoveries to be fairly felt in India. The Cali- 
fornia production was active in 1849, but Australia, until 
1852, had only produced $7,000,000. 

McPherson ( Commerce with India ) says : 

The Indian trade arose to a considerable magnitude at the 
same time that the American mines began to pour their 
treasures into Europe, which happily has been preserved 
from being overwhelmed by the inundation of the precious 
metals, as it must have been if no such exportation had 
taken place. 

Jevons {^Mechanism of Money and Exchanges, 1875,) says: — 

Asia is the great reservoir and sink of the precious 
metals. It has saved us from a commercial revolution, and? 
taken off our hands many millions of bullion, which would 
be worse than useless here. From the earliest historical 
ages it has stood in a similar relation to Europe. In the 
Middle Ages it relieved Europe of the excess of Spanish- 
American treasure, just as it now relieves us of the excess 
of Australian treasure. 

Nothing short of a complete interdiction of commerce 
and intercourse will prevent the flow of the metals from 
the Occident to the Orient. The tendency of money, 
through its influence upon prices, to come to an equilibrium, 
is as certain and irresistible as the tendency of water to a 
level, and, like that, can only be arrested by absolutely 
cutting off the connections. 

It will be seen how untenable the view is, which the 
Economist insists upon in so many different forms of lan- 
guage, that the great supplies of the metals, principally 
silver, sent from Europe to the East, during the period 
immediately following the California and Australian dis- 
coveries, had produced, or were rapidly producing, such a 
saturation of Asia with the metals, manifested in advancing 
wages and prices, that the flow of the metals to Asia must 
cease, and even be changed into a reflux current. That no 
such saturation has yet been produced is shown by the 
current fact that the flow to Asia is as vigorous as ever. 
From the nature of the case, no such saturation ever can 
occur. The metallic flow could by no possibility proceed 
further at any time than to produce a monetary equilibrium 
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between Europe and Asia ; but this equilibrium would be 
forthwith disturbed agaiil by the continuing fact that 
Europe is the receiver of the products of the mines, and 
that Asia is a great consumer of them. Water may come 
to a level between two connected reservoirs, but cannot 
remain at a level if new water flows into one of them while 
the water in the other is constantly oozing, leaking, and 
evaporating. The California and Australian discoveries in- 
creased the metallic supplies of Asia, but in no greater pro- 
portion than they increased the metallic supplies of Europe. 
They produced no greater effects in raising wages and 
prices, and in stimulating new wants and new tastes for 
luxury in Asia, than they did in Europe. If Asia consumes 
more European goods than formerly, Europe consumes more 
of the peculiar products of the Orient than formerly. Asia 
bas only received, since 1848, its due proportion of the nev/ 
supplies, in the form, largely, of silver thrown out of the 
European currencies by the substitution of gold, or, if any 
excess has been received, it is accounted for by an anterior 
deficiency. The water has merely risen to higher points 
than before in both the reservoirs at the same time, the rise 
in one corresponding always to the rise in the other. The 
direction of the flow has not changed, and never will 
change so long as one of the reservoirs is the sole or prin- 
cipal receiver of new supplies. No reflux current will set 
from the reservoir which is subjected without intermission 
to the exhaustion of oozings, leakages, and evaporation, and 
whose sole resource of recuperation is its connection with 
the other. 

In respect to the two hundred and twenty-seven millions 
sterling of the metals sent by Europe to Asia during the 
twenty years ending with 1870, the Economist may have in- 
tended to say that it was 70 per cent, of the metallic pro- 
duction of California and Australia received in Europe 
during the same period, but it was certainly only 29 per 
cent of the metallic production of the world during the same 
period. If to the two hundred and twenty-seven millions 
sterling received during those twenty years from Europe by 
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Asia there be added what Asia may have received directly 
from the metal-producing countries, the aggregate would not 
seem to be out of proportion to Asiatic wealth, commerce, 
and population. 

OPINIONS OF THE BRITISH SILVER COMMISSION. 

The question of British trade and financial relations with 
India, as a part of the more general question of those rela- 
tions between Asia and the Western World, occupies a lead- 
ing position in the report of the British Silver Commission 
of 1876. The question deserves the position given to it, as 
the general Asiatic and special Indian demand for silver is 
of the first importance in fixing both its absolute value and 
its value relatively to gold. 

The general view of the situation presented by the commis- 
sion is, that the annual ainount which the Government of 
India has to pay in England by way of interest on debts, 
and such charges of administration as are payable in Eng- 
land, which ranged between four and five millions sterling 
before the Sepoy rebellion, attained between 1861 and 1867 
the higher range of from nine to eleven millions, and in 
1876 had reached fifteen millions sterling, or seventy-five 
million dollars. The commission note, also, the following 
circumstance : 

Less of the money received by Europeans in India appears 
to be retained in that country than was formerly the case. 
It has been stated that, owing to various circumstances, 
more funds are remitted to England, not only after fortunes 
have been made, but during the sojourn of the various of- 
ficials, or European residents, in the country. A remittance 
from India to England is equivalent to a draft from Eng- 
land on India. It diminishes the aggregate balance wliich 
India has to claim when transactions are squared. And in 
proportion as this practice increases, so is the demand for 
silver diminished. 

The commission state that in the four years ending March 
31, 1872, the total merchandise exports of India were, in 
round numbers, £ 224,000,000, and the total merchandise im- 
ports were £ 135,500,000, and that in the four years end- 
ing March 31, 1876, tlie total merchandise exports were 
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/^ 2 23,000,000, and the total merchandise imports were ^140,- 
500,000. The merchandise balances of trade in favor of 
India were not materially different, on a comparison of the 
two periods, but the modes in which the balances were 
adjusted were materially different. Thus, during the first 
period, England paid India £ 40,000,000 in gold and silver, 
and ;i^ 29,500,000 in government bills, representing a part of 
the collection of the interest on the debts of India. During 
the second period, England paid India ii^ 16,500,000 in gold 
and silver, and .j£^5o,5oo,ooo in government bills. The com- 
missipn treat the annual interest payments as so much 
deduction from its possible imports of specie, and while 
admitting that " a desire to obtain and use silver will exist " 
always in India, they regard it as a serious question, " Aow, 
looking to the amount it has to pay to this country, it will be able 
to pay for that silver." 

The question really raised by the situation, and in its na- 
ture of the first practical importance to Englishmen, while 
to the rest of the world its interest is purely speculative, is 
the reversed question of the power of India to pay in Lon- 
don amounts of annual interest constantly enlarging, con- 
currently with the necessity it is .under of keeping up its 
stock of money by importations of silver, and concurrently 
with the certainty that this stock of money, happen what 
may to anything else, will be kept up as a matter of fact. 

It is not proposed to discuss the question of the continu- 
ance of imports into India of silver for other purposes than 
as money. The British commission believe that the "passion 
for accumulating ornaments" is so strong in India, that its 
import for that use will " displace some of the other articles 
imported." Be that as it may, so long as the money of 
India is silver, the amount of this silver money cannot be 
affected in any degree by the greater or less amount of In- 
dian indebtedness to Great Britain. 

In the case of countries using metallic money, the amount 

of such money in circulation and the flow of it, whether 

outward or inward, are necessarily determined by the range 

of prices of commercial commodities within such countries, 

18 
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as compared with the general range of prices in the world. 
Money is as absolute a necessity to nations in any degree 
civilized and commercial as air is to the existence of the 
animal creation. A permanent deficiency of it below that 
proportion to the amount existing in the world which will 
maintain the general equilibrium of prices is impossible, and 
a similar permanent excess is equally impossible. There 
may be temporary deficiencies or excesses, but they speedily 
correct themselves. The falling prices which result from a 
deficiency of money stimulate exports and discourage im- 
ports, until money flows in and the deficiency of it is sup- 
plied. By a reversed operation the rising prices which 
result from an excess of money stimulate imports and dis- 
courage exports, until money flows out and the excess is 
thus carried off. No nation can pay debts so as to become 
permanently deficient in money, or can receive payments as 
a creditor so as to have a permanent excess of money. In 
short, neither a permanent deficiency nor a permanent excess 
can be brought about by payments or receipts in interna- 
tional relations of debtor or creditor, or in an}' other way. 

What makes it the more remarkable that the British com- 
mission should have fallen into the fundamental error on 
this point which runs through their entire discussion of the 
India problem, is the fact that they have constantly before 
them, in the British situation, the most striking illustration 
of the truth, that the amount of money in a countr)' is not 
increased by any amount it may receive as a creditor. 

During the calendar year 1876 the excess of British mer- 
chandise imports over merchandise exports was, in round 
numbers, $ 800,000,000. A part of this excess represents, 
doubtless, freights and mercantile profits, but it largely 
represents the annual revenue of England, as the great 
creditor of the world. Whatever the exact figure of that 
magnificent revenue may be, there is not, on account of it, 
one pound the more in the monetary circulation of that 
country. Great Britain has nominally a good deal less 
metallic money than France, in round numbers, $ 600,000,000 
as compared with f 1,000,000,000, although the populations 
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are about the same. Undoubtedly, Great Britain has effec- 
tively as much, as the various expedients of economizing 
the use of money by checks, etc., are more resorted to than 
in France. 

If England should determine to collect its revenue from 
investments abroad, for one year, in gold and silver, and if 
its debtors could, by possibility, pay for one year in that 
form, the money in the English circulation would, of 
course, be by so much enlarged. But as soon as the en- 
largement became sensible the causes of depletion would be 
set in operation. Prices would rise, England would be the 
best place for all the world to sell in, while English 
exports would dwindle until the equilibrium was restored. 

It is by the reversed operation of the same principles that 
the number of rupees in India is determined wholly by the 
commercial equilibrium of prices, and in no degree by in- 
debtedness to England, large or small. And, by conse- 
quence, the Indian importation of silver is so determined, 
because India has no mines from which to extract the raw 
material from which rupees are manufactured, but must 
obtain it by purchases from abroad. 

In respect to the fact noted by the British commission, 
that in the four years ending March 31, 1876, British remit- 
tances to India in the precious metals fell off, while remit- 
tances in government bills increased, it is sufficient to observe 
that simultaneous things are by no means necessarily con- 
nected things. It is related of a country gentleman who 
made a purchase of stocks in Wall street which resulted to 
his advantage that he had happened to notice that, at the 
time of the purchase, the thermometer stood at 75 ° Fah- 
renheit. His conclusion was to watch his thermometer, and 
when it marked ' 75 ° , no higher and no lower, to purchase 
more of the lucky stock. There is no more connection be- 
tween the demand of India for silver and remittance to India 
in government bills than there is between the thermometer 
and the course of the prices of stocks, and perhaps not so 
much, as the weather does somewhat affect the temper and 
enterprises of mankind. 
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The account-current of India trade for the four years 
ending in March, 1876, as the British commission present it, 
consists of three items, namely, ( i ) the payment of interest 
from India to England represented by government bills 
drawn on India ; ( 2 ) the balance in favor of India of mer- 
chandise exports over merchandise imports ; and ( 3 ) the 
cash, remitted to India by England. The material questions 
in the case are, which of these items is the dominating one 
and controls the others, and which ( if either ) of them is 
completely controlled by the other two ? The British com- 
mission assumes that the dominating item is the annual 
interest to England, and that this will always be paid, let 
the other two items fare as they may. They assume, also, 
that the cash remittance to India is controlled by the con- 
dition of the other items, and is always merely what hap- 
pens to be left after deducting from India's merchandise 
balance the amount of its annual interest account to Eng- 
land. 

The actual order of pre-eminence in power of these three 
items is precisely the reverse of what the British commission 
assume it to be. The demand which India, or any other 
country, makes for money is the most urgent and resistless 
of all its demands, and overbears everything else. The de- 
mand for money, instead of taking what happens to be left 
after deducting imports from exports, conclusively deter- 
mines, by its action upon prices, what the balance of exports 
over imports shall be. The balance of trade depends upon 
prices, and prices are controlled by the abundance or defi- 
ciency of money. In the four years ending in March, 1876, 
the money wants of India required and were satisfied with 
a remittance of treasure by England of sixteen and a half 
millions sterling. In the preceding four years India had re- 
ceived treasure from England in a much larger measure, 
and its money want was temporarily less urgent. The India 
money market, requiring only sixteen and a half millions 
sterling in the four years ending in March, 1876, permitted 
a range of prices for merchandise which made the merchan- 
dise export balance what the British commission state it to 
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have been. If their report, instead of being made July 5, 
1876, had been delayed another year, they would have found 
the facts in a new phase. India's interest payment to Eng- 
land is now -somewhat greater than it was on the average of 
the four years ending in March, 1876. Its money demand, 
which had lulled during those four years because the imme- 
diately preceding treasure imports had been somewhat ex- 
cessive, has resumed its normal condition of activity and 
power, and, in fact, far exceeds the average of twenty years 
past. And whatever it may be, it will compel the merchan- 
dise balance and, if necessary, the debt payment to Eng- 
land, to conform to its own superior power. This debt 
payment, instead of being the pre-eminent one in the list of 
the necessities of India, as the British commission assume it 
to be, is, in fact, subordinate to both the other necessities 
of India, for money and for merchandise. 

It is as true in financial dynamics as it is in physical 
dynamics, that the greater force always overcomes the less. 
The possession by nations of their due proportion of money 
is an absolute necessity and an absolute certainty. The pay- 
ment by nations of their debts, however desirable it may be, 
is neither necessarj- nor certain. Mankind have not had a 
very long experience in the matter of national debts, as 
they have not been much known until within a century. 
But it is certain that some of the most flourishing nations 
of Europe, as France, Austria, and Russia, have at various 
times repudiated, or scaled down, larger or smaller portions 
of their debts. Still others, as Spain and Greece, are in a 
chronic condition of bankruptcy. England, from 1797 to 
1821, paid nothing but suspended and depreciated bank 
notes And it is now inevitable that all the nations in 
Europe, including England, which have very large debts, 
will become bankrupt in the event of a general and pro- 
tracted war. The law of morals is the same for Asia as for 
Europe, and the philosophy of facts is the same. If India 
cannot pay its debts, and also maintain its stock of money, 
it has no power of choice as to which of the two things it 
will do. Its stock of money will be maintained, and its 



278 

debts will be postponed to a more convenient season, or 
will be reduced to more practicable figures, or will remain 
permanently unpaid. 

It is undoubtedly true that a nation may be deprived of 
money of one kind by the substitution of money of another 
kind. No fact is more familiar than that in the experience 
of mankind. The English are the political masters of India. 
If they are restive under a drain of silver to India, and pre- 
fer a drain of gold, they may try the experiment of an ex- 
clusive gold currency there, but they will certainly not try 
it until they have determined to again suspend specie pay- 
ments themselves and resort to paper money. Under the 
demands for gold from other nations, that metal does not 
exist, and is not at all likely to be produced, in quantities 
sufficient to sustain a gold currency in Great Britain and 
India at the same time. Or, adopting a different policy, and 
one which is not obstructed by any physical impossibility, 
they may decree a paper money for India, and undertake to 
force its circulation there by law. To whatever extent they 
might succeed in that, they woiild arrest the further export 
of silver to India for monetary purposes, and might even 
possess themselves of more or less of the silver now in the 
Indian circulation. Theoretically, there are no limitations 
upon the omnipotence of Parliament, anywhere within the 
British dominion. The managers of the London Times evi- 
dently supposed that there were no practical limitations, 
when they proposed last summer that the Indian occupiers 
of lands, who possess nothing but pilver rupees, should be 
commanded to pay their rents in gold sovereigns. The wise 
and cautious statesmen of England know that the practical 
limitations are numerous, and are very careful not to over- 
step them. The integrity of their great empire, encircling 
the globe, and embracing so many diversities of religion, 
habits, and race, is preserved not more by arms than by 
policy. They will do nothing rashly in dealing with peoples 
so wedded to old traditions and ways as their India subjects. 
That they entertain no present idea of demonetizing silver 
in the East is illustrated by the British royal proclamation 



279 

of 1876, establishing in Mauritius a silver currency, with the 
Indian rupee as the unit, the same as in British Ceylon ; 
Mauritius having had, since 1852, an exclusive standard of 
gold. The money of India will remain metallic and remain 
silver, subject to possible gradual and partial displacements 
by convertible and voluntarily accepted paper, until a remote 
future developes conditions not now possible to be foreseen. 
The stock of silver money needed for India will increase 
with its increasing exchanges, and with the progress, known 
to be constant, of the substitution of coin for barter in its 
transactions. The flow of silver thitherward, required to 
maintain its stock of money, will continue so long as the 
seas are open and commerce is unobstructed, and it will 
never be diminished by the payment of debts. 

THE FINANCIAL THEORIES OF THE INDIA GOVERNMENT. 

The governor in council of India adopted September 22, 
1876, a series of resolutions upon the financial situation, of 
which the following was the sixth : — 

When India is in a normal condition, /. e., when there is 
no abnormal demand for any of her staples, and she is not 
borrowing large sums from abroad, the amount of treasure 
to settle her accounts with the world is not considerable, 
and of the treasure received a substantial proportion has 
always been gold. The large imports into India since 1850 
are due to abnormal circumstances, as follows : — 

1. The Crimean war transferred to India large demands 
for produce heretofore obtained from Russia. 

2. The American civil war exaggerated temporarily the 
value of India cotton. 

3. Great sums of money have been borrowed for : — 

a. The suppression of the mutiny ' 

b. The construction of railroads (guaranteed and state) 
and canals. 

c. The Bengal famine. 

This resolution entirely ignores the general and real cause 
which makes India a constant importer of the precious 
metals, which is that it has substantially no mines, and es- 
pecially it ignores the plain and almost exclusive cause of 
the ^^ large imports into India since 1850" of the precious 
metals, which is their extraordinary production since 1850 
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in California, Australia, and, more lately, Nevada. Treating 
these "large imports" as something altogether ^'^ abnormal" it 
attempts to explain them by " abnormal circumstances" and 
assigns the chief place among these " circumstances " to the 
foreign loans of India, whereas it is entirely clear and 
established by ample experience that no nation ever did, or 
ever can, increase the amount of its metallic by money 
foreign loans. 

In the twenty-seven years from 1849 to 1875, both inclu- 
sive, the balance of the metallic imports of India over ex- 
ports, taking its trade with England and all the rest of 
the world together, was $1,322,941,155, one-third gold and 
two-thirds silver. 

During the same period, the total gold and silver produc- 
tion of the world was % 4,403,969,754. 

The population of India, including the native protected 
states, (so called,) is, by a recent census, 237,000,000, or 
from one-fourth to one-fifth of the population of the globe. 

It is thus certainly true that if the case is tested by the 
rule of population alone, India has received something more 
than its proportion of the increased m-Ctallic supplies since 
the California discoveries. But as compared with the 
average of the world, the wealth, industry, and development 
of India entitle it to a larger proportion of the precious 
metals than the rule of numbers does, and its people are 
also uniformly represented as specially addicted to the use 
of gold and silver ornaments and in hoarding. 

Mackenzie, one of the witnesses examined by the British 
commission of 1876, said: — 

In every large village there is a silversmith, and as soon 
as a man gets a few rupees he employs the silversmith to 
come to his house and make the ornaments. Although the 
peasantry in India have poor houses, yet the amount of 
ornaments they have would exceed in value the furniture 
and utensils of the same class of peasantry in England^ 

That the treasure received by India from 1849 to 1875 did 
not overstock it is proved by the fact that, although silver 
has risen very greatly in value and purchasing power within 
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it was four years ago, the demand of India for it, and the 
purchases of it made by India during the year 1876, and so 
far in 1877, are beyond the average of the preceding twenty- 
seven years. 

Whether India will absorb as much treasure in twenty- 
seven years beginning with 1876, as in the twenty-seven 
years ending in 1875, will be influenced in no degree by 
any of the considerations referred to either by the London 
Economist or the India government. 

It will be determined primarily by the amount of the ag- 
gregate metallic production of the world during the current 
twenty-seven years. In 1832, the flow of the metals to India 
"almost dried up." That was because the Spanish- American 
mines had then "almost dried up," and because Europe held 
on to what little was received from them. The flow to 
India commenced again after 1850 in a deeper and broader 
current than ever before. This was because the metallic 
production of the world had then become greater than ever 
before. 

Two circumstances have increased the proportion received 
by India of the total metallic production during the past 
twenty-seven years. 

First. The abandonment by the United States and by the 
greater part of Europe since 1850 of the use of metallic 
money and the substitution of a forced circulation of paper. 
This, of course has enabled India and all other metal using 
countries to obtain more of the current metallic supplies 
than would otherwise have fallen to their share. 

Second. The great progress made in India during recent 
years in substituting cash for barter in its internal transac- 
tions. 

The India government in this enumeration of "abnormal" 
causes of India's metallic imports since 1850 overlook both 
these circumstances. The British commission of 1876 dwell 
largely upon the one last named and present the facts 
relating to it with great fullness. 

Mr. Lee, writing in 1863, {Drain of Silver to the East,) 
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said that the use of, coins was even then almost unknown 
in India outside of tlie cities, and he estimated that two 
thousand million dollars of additional coined money would 
be needed to properly supply it. The real population of 
India is now known to be two hundred and thirty-seven 
millions, while Mr. Lee's estimate of the coin needed for its 
wants was based on an estimated population of only one 
hundred and eighty millions. If the coins are being con- 
stantly worked up intp ornaments, in the manner described 
by Mr. Mackenzie, the required new coinage must be greater 
than Mr. Lee's estimate, in some proportion not easy to 
compute. 

The testimony taken by the British commission of 1876 is 
all to the effect that large parts of India are still to be 
supplied with coins. That commission say: — 

The facts warrant the conclusion that the use of silver 
coin has greatly extended in India, and will continue to extend, 
not so much by the use of more silver in the territories 
already occupied by the existing currency as by the gradual 
increase of its use in the remoter parts of India. 

Upon the whole, the evidence seems to be that the intro- 
duction of coins into new Indian areas of circulation will 
continue as active during the current twenty-seven years as 
during the past twenty-seven. If this proves to be so, no 
circumstance now suggests itself calculated to diminish here- 
after the proportion which India has been taking, since 1849, 
of the total metallic production of the world, except that 
suspensions of specie payments elsewhere may not occur 
upon so extensive a scale as heretofore. And even if India 
shall hereafter take a somewhat less proportion of the com- 
bined production of the two metals, it might still maintain 
and even increase its absorption of silver. Instead of im- 
porting treasure in the ratio of two parts of silver to one of 
gold, the India demand for its money, which is silver, has 
only to become more urgent to change the ratio of silver to 
three parts out of four or four parts out of five. 

There has really been nothing " abnormal" in the metallic 
imports of India, since 1850, which required the India gov- 
ernment to cast about for an explanation in some "abnormal 
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circumstance." Undoubtedly they have been extraordinarily 
large, but so have been the total metallic supplies of the 
world during the same period. Comparing India with Great 
Britain, the excess of metallic imports by the latter since 
the California discoveries would seem on the face of it to 
be decidedly the most extraordinary and '^abnormal." 

The imports of coin and bullion into Great Britain and 
Ireland were not registered at the custom house before No- 
vember, 1857. The official statements can, therefore, only be 
given for the eighteen years from 1858 to 1875, both inclu- 
sive, of the imports and exports of the precious metals. The 
figures are as follows : — 

Imports. Exports. 

Gold ;^ 331,217.152 •■•• ;^ 252,153,402 

Silver 185,858,595 .... i72,55S>47o 

Total 5i7,o75>747 424,708,872 

Assuming the same ratio of excess of metallic exports 
over imports for the nine years ending with 1857, the excess 
for the twenty-seven years ending with 1875 would be 
_;^ 138,550,312, or, taking the pounds at $4.85, would be 
$768,969,014. During the same period, the excess of metal- 
lic imports into India over exports was $1,322,941,155. 
Considering that the population of India is seven or eight 
times greater than that of Great Britain and Ireland ; that 
India has, since 1848, created the greater part of its metallic 
currency by purchasing and coining silver, while England 
had only to keep good a metallic currency already existing 
in 1848 ; and that national habits in India favor so large a 
use of the metals, especially of silver, for other uses than 
as money ; it is much more easy to account for the absorp- 
tion of $1,322,941,155 by India than the absorption of 
$768,969,014 by Great _ Britain. The greater wealth of Great 
Britain does not explain an absorption of the precious 
metals more than four times as great J>er capita as that of 
India, which these figures show. The use of the metals, 
either as money or for ornament and display, does not 
necessarily increase with wealth and civilization. France 
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has always had more metallic money per capita than Eng- 
land, and the evidence seems to be that in all those parts 
of India in which the use of money has fully superseded 
barter, more metallic money per capita is used than in Eng- 
land. 

It would be a very grave fact, as affecting the future value 
of the metals, and especially of silver, if the movement of 
treasure to India since 1850 was really abnormal and ought 
to be principally ascribed to the negotiation of loans in 
England. On that view, which is the one taken by the India 
government, the movement of treasure to India must now 
substantially cease, as these loans are already quite as large 
as England deems to be safe, and will be increased only 
under some such overpowering necessity as famine or war. 
This view is not the correct one. It is based upon an en- 
tire misconception of the history of India and of Indian 
financial and trading relations with the rest of the world, and 
it involves a theory in respect to the effect of foreign loans 
which is contrary to sound reasoning and to experience. 

Foreign loans are never ultimately realized in money. 
They are very rarely even temporarily and partially so 
realized, and, when they are, the money so received immedi- 
ately flows out. It must do so, because it must raise the 
prices of the country receiving it, and thereby stimulate 
merchandise imports and diminish merchandise exports. 
The amount of metallic money a country may receive may 
be temporarily affected by accidental circumstances, such as 
a foreign loan, but the amount it can permanently retain is 
fixed by the inflexible rule that it must be such an amount 
as is consistent with the range of prices which the neces- 
sary commercial and monetary equilibrium of the world im- 
poses upon every country having commercial connections 
with other countries. If this range qf prices, which is per- 
manently the only possible one, is temporarily exceeded, 
money flows out until prices fall to the proper level, and, 
if prices go temporarily below this range, money flows in 
until they are restored to the proper level. Disregarding 
all theoretical refinements as to the exact office or offices of 
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money, it is sufficient to know that there is a necessary re- 
lation between the volume of money and prices, and that 
therefore the tendency of prices, always at work, to come 
to an equilibrium between commercial countries, and which 
may be conveniently described as the law of prices, must at 
last controi the flow and distribution of money. 

Disturbing circumstances are of various kinds. Among 
them have been the facts that the bulk of the money metals 
was procured in limited localities, or was received by a 
single country. That these circumstances only temporarily 
retarded the equable diffusion of the metals, was shown in 
the cases which conspicuously arrested the ■attention of man- 
kind, of the Spanish- American countries which for more 
than three centuries furnished nearly the entire metallic sup- 
ply of the world, and of Spain, which for a considerable 
period largely monopolized the metallic exports from its 
colonies. It was soon seen that the Spanish-American coun- 
tries, which produced the metals, and Spain, which princi- 
pally received them, only had permanently just enough more 
metallic money than they would otherwise have possessed, 
to set in motion and keep in motion the current of outflow. 
Instructed by those examples, mankind at once anticipated 
what they have actually witnessed in the recent cases of 
Australia and California. Both these regions, no matter how 
rich in metallic production, are bound rigorously and inex- 
orably to a certain range of metallic prices, any permanent 
excess beyond which would cause them to be entirely 
stripped of money, and, as their prices must have a certain 
range, they can have no other volume of metallic money 
than such as is consistent with that range. 

Another circumstance which may possibly disturb for a 
time the monetary, equilibrium is that of international loans. 

But this equilibrium speedily recovers from a disturbance, 
no matter what the cause of the disturbance may be, .and 
illustrations are innumerable of the fact that countries in 
the long run acquire no money by borrowing abroad. This 
country has been conspicuous for such borrowing since the 
civil war, and while these borrowings have been in progress 
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metallic money, instead of flowing into it, has flowed out of 
it. Tlie case of the Australian colonies is similar to that of 
this country, in the fact of the possession of abundant mines, 
and their borrowing experience has had the same results. 
They are now in the full career of negotiating loans in Eng- 
land, under the encouragement of English bankers and man- 
ufacturers, who profit thereby ; but these loans, as in our 
case, instead of carrying money from England to Australia, 
do not even diminish in the least degree the contrary flow 
of it from Australia to England. Russia, also a mining 
country, has pushed borrowing abroad since the Crimean 
war to a point seriously menacing its credit, but with all its 
foreign loans, added to the treasures of the Ural and of the 
Siberian gold washings, the only money found there is the 
paper rouble. Nowhere among all the countries making 
foreign loans is there perceived an)' inward flow of metallic 
money, except in the solitary case of India, which of itself 
suggests what is otherwise established to be true, that the 
inward flow in that case is due to other causes. 

If we pass from the borrowing to the lending side in 
international transactions we see the same thing in a re- 
versed view. Lending nations never part with any money. 
England, which has been making loans for fifty years, never 
had any approximation to the amount of money it has 
loaned, and possesses as much now as it ever did. Its 
loans have been, in substance, mere credits to draw upon in 
payment for merchandise, and their net result has been the 
conversion of English iron, coals, cotton cloths, and similar 
things, at round prices and round profits, into foreign 
securities. As the borrowing nations obtained no money, 
and only swelled their merchandise imports, England parted 
with no money and only swelled its exports. The descrip- 
tion given by a late Secretary of the Treasury ( Governor 
Boutwell ) of his experience in loan negotiations in Eng- 
land has been often quoted, and is very familiar. He was 
politely informed by the Bank of England that the English 
would be very happy to take his loans to any desired ex- 
tent, but it must be on the condition that he would agree 
not to take any money away from London. 
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The recent extraordinary case of a war-fine of one thou- 
sand million dollars imposed by Germany upon France, and 
all actually paid by France within a space measured by 
months, illustrates in its consequences the sure and speedy 
operation of the economic laws which restore the monetary 
equilibrium, however extreme and violent the disturbance of 
it may be. The fine was paid, either in actual specie or in 
bills of exchange on London and other specie-paying points. 
France borrowed nothing abroad wherewith to make the 
payment, and at the end of this vast operation is found to 
be possessed of as much gold and silver as when the opera- 
tion began, while Germany has permanently' gained no gold 
and silver by it. The money flowed out of Germany as 
fast as it flowed in, from the inflation of prices which it 
produced. France, on the other hand, has recovered, by in- 
creased exports of merchandise, all the money paid out for 
the fine, and has actually prospered from the enlargement 
and stimulation of the industries which have furnished the 
means for these increased exports, which would be the ex- 
perience of this country if it would set resolutely about 
paying off its foreign debts. But, irrespective of all other 
aspects of the case, it seems to be clear that, if the mone- 
tary equilibrium between Germany and France was only 
transiently disturbed by the memorable transaction of the 
war fine, it cannot have been affected between England and 
India by the loans made at intervals during a series of 
years which are referred to in the sixth resolution (Sep- 
tember, 1876,) of the India government. 

It will not escape the most casual observation that the in- 
creased cotton export of India and the loans made by Eng- 
land to India did not occur until the metallic import, of 
which they are proposed as the explanations, was already 
under full headway. 

The world was so stocked with cotton by the unprece-. 
dented American crop of i860 that it was not until 1862 
that Indian cotton exporters began to profit by the American 
civil war. The India debt to England, direct and by way 
of guarantees of railroad and canal investments, has grown 



up principally since 1862, the annual charges upon it having 
swollen from four millions sterling in that year to fifteen 
millions sterling in 1876. In fact, in the eight years after 
April 30, 1849, India incurred no direct debt in England, 
and in the same eight years the total of its debt, incurred 
in the shape of railroad and canal guarantees, was only 
£ 7,406,240. Manifestly, the sudden rise of Indian metallic 
imports to ^70,721,378 in the decade after April 30, 1849,, 
compared with -^20,699,090 during the preceding decade, 
cannot be explained by the circumstances recited by the 
India government. It has been said that coming events cast 
their shadows before, but it has never been said that com- 
ing events can be preceded by their consequences. 

To whatever extent, great or small, India may profit by 
better markets while Russia is engaged in war, it certainly 
cannot be described as an extraordinary fact that Russia 
was so engaged two years out of the twenty-seven ending 
with 1875. It will not be extraordinary if it shonld be en- 
gaged in war during a much larger part of the current 
twenty-seven years. It seems now to be preparing for a 
war, the duration and scope of which nobody can foresee. It 
was said by an old English philosopher that war was the 
normal condition of man in a state of nature. We are 
farther removed from that state than we were in Hobbes' 
time and it is to be hoped that the world has since im- 
proved. But it has certainly not improved so much that a 
condition of war two years out of twenty-seven can be de- 
scribed as extraordinary and " abnormal" in the case of 
Russia, or of any country. 

The increased quantitj^ and price of India cotton exports 
during the American civil war, and during the subsequent 
period of revolution in the labor system of the Southern 
States, may doubtless be fairly said to have been extraor- 
dinary and "abnormal" both in the cause and extent of the 
fact. But a critical examination of India trade during so 
long a period as twenty-seven years would probably show 
that the profits to India resulting from the large cotton 
sales commencing in 1862, have been to some extent offset 
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by periods of depression in the prices of the various exports 
of India, including cotton, and by periods when India has 
been obliged to pay extraordinary prices for some of its 
imports, as notably for English coals and iron in and about 
1872-73. Commercial fluctuations of all kinds are of con- 
stant occurrence. Ordinarily, they balance and compensate 
each other. It is sufficient that we can be sure that it is 
not in accidental and temporary circumstances that the true 
explanation of an immemorial, and constant fact, like that 
of the import of the precious metals by India, is to be 
found. 

The conditions which determine the flow of the metals to 
the East and* to India may or may not be as permanent as 
tlic configuration of the American continent which deter- 
mines the flow of the Gulf Stream. Their permanency can- 
not, at any rate, be so certainly known. The facts of geog- 
raphy are patent to the eye, while the possibilities of mining 
are hidden in the bowels of the earth. There can be no 
absolute assurance that new discoveries may not reverse the 
history of four centuries, and cause the current of the 
metals to set from the Old World to the New. But for that 
immediate and limited future, beyond which men need not 
look in practical concerns of life, confidence may reasonably 
remain unshaken that the metals will still flow as they have 
flowed without interruption since the voyages of Columbus, 
and that their distribution among the different parts of the 
Old World will be governed as heretofore, and by the 
same circumstances of numbers, 'wealth, industry, tastes, 
habits, and the possession or lack of mines. 



THE END. 
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